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UKRAINE’S FUTURE AND U.S. INTERESTS

WEDNESDAY, MAY 12, 2004

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EUROPE,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 1:50 p.m. in Room
2172, Rayburn House Office Building, Hon. Doug Bereuter pre-
siding.

Mr. BEREUTER. The Subcommittee will come to order. This Sub-
committee hearing has been delayed, and so I would ask the co-
operation of the people in attendance at the last Full Committee
hearing to give us a chance to get our witnesses at the table.

And I am going to proceed with my opening statement to expe-
dite the matter. May I have the cooperation of the people in attend-
ance, please. I understand that the last hearing was an important
subject, and I know that the Committee wanted to have your testi-
mony, but we do have other business, and I would like to get on
with it before we run into another problem at the end of the day.

Because the Full Committee would like to have the hearing room
at 3:15 p.m., which we will give them at 3:30 p.m., and we have
three witnesses in two panels today. Today, the Europe Sub-
committee will received an assessment of the current political and
economic environment in Ukraine and why Ukraine’s future should
be of interest to the United States.

There are three areas we should explore when thinking of
Ukraine today at least. Geostrategically, Ukraine’s position in Eu-
rope places it in a unique and yet, challenging, neighborhood which
has become a source of competition between Russia and the West.

The Ukraine now shares borders with the European Union and
NATO as a result of the recent enlargements of both organizations,
to include Poland, Hungary, Slovakia, and Romania.

With its resources and economic potential, a strong, stable, inde-
pendent, and democratic Ukraine can be seen by many as an im-
portant element in the stability of Europe and a natural future
candidate for the European Union eventually.

Similarly, many feel Ukraine could play a positive role as a
neighbor to, and perhaps eventually a member of, NATO. We have,
of course, the NATO-Ukraine Council and there is a NATO Par-
liamentary Assembly and Ukraine Council as well. So there is an
outreach effort in that respect.

Ukraine shares a border with Russia, which is currently in an
unusual transition. Ukraine’s location, along with Belarus, is seen
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by Russia as a natural barrier perhaps to an expanded EU and
NATO, and an important element in Russia’s Black Sea interests.

A weak or unstable Ukraine, or one which is shunned by the
West, could again result in a Ukraine falling under the domination
of Russia.

Finally, Ukraine does border Moldova and Belarus, which by
many standards represent the unstable pieces of the neighborhood.
It would be far better to have a stable Ukraine in that context
which might play a useful role in shaping the future of these two
nations.

Domestically, the country seems to be split over its aspirations
for western democracy and a free-market economy, and its long lin-
guistic, cultural, religious, and historic ties to Russia.

At the same time, President Kuchma has expressed his desire to
bring Ukraine closer to the western community of democracies and
perhaps one day into the EU itself. The Ukraine Rada, the Par-
liament, ratified an accord creating a single economic zone estab-
lishing a free trade area and customs union with Belarus,
Kazakhstan, and Russia which seems to present a contradictory
economic orientation.

Similarly, while Ukraine’s government leaders are trying to
mend fences perhaps with the United States and Europe, a recent
survey conducted by a center for economic and political research
suggests that up to 40 percent of Ukrainians believe that relations
with Russia should be a priority. And 28 percent gave preference
to the EU, and although the U.S. appeared to be well liked, a mere
2 percent said that relations with the U.S. should be a foreign pol-
icy priority. Another survey suggested that almost two-thirds of the
population would consider supporting a political union with Russia.
If these surveys are even remotely accurate, they paint a picture
that suggests the West has a lot of work to do in improving rela-
tions with Ukraine.

Finally, the political environment in Ukraine has been the source
of constant irritations in Ukraine’s relations with the United
States. Some suggest that Ukraine’s political system should be de-
scribed as a mix of democracy, authoritarianism, and oligarchy.

However one wishes to describe it, the transition to democracy
in Ukraine over the past 13 years seems to have been a slow, dif-
ficult, and in many cases, a flawed arrangement.

By any measure, however, no issue will be more important to
Ukraine’s future standing with the West than the strength of its
democracy. The Congress attaches great importance to the success
of Ukraine’s transition to a democratic state, with strong institu-
tions, and with a flourishing market economy.

Bilateral relations with the Kuchma government over the past 10
years has vacillated between rocky and cooperative. Bilateral eco-
nomic and security relations, such as in the case of Ukraine’s com-
mitment to send more than 1,500 troops to Iraq, seem to work well.

Political relations, however, have been difficult, such as with the
Kolchuga radar issue and examples of Kuchma’s abuse of author-
ity.

So I think that United States policy must remain focused on pro-
moting and strengthening a stable, democratic, and prosperous
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Ukraine, more closely integrated into European and Euro-Atlantic
structures.

The next major political event in Ukraine, of course, involves the
upcoming Presidential elections in October. Based on the numerous
problems of past elections in Ukraine, concerns have already been
raised about the openness and fairness of the election.

The Congress, like the Bush Administration, has made the Presi-
dential election a litmus test of Ukraine’s commitment to democ-
racy. Several high level officials of the Administration, such as As-
sistant Secretary Armitage, have recently visited Kiev, and have
tried to stress the importance of free and fair elections.

And in 2 weeks, this Member will lead the NATO Parliamentary
Assembly to Ukraine on our way to our spring meeting in
Bratislava.

While discussions will focus on the overall United States and
Ukrainian relationships, the importance of fair and transparent
elections in the fall will be one of our strongest messages.

We have a distinguished group of witnesses here today on two
panels, and I look forward to hearing their views and their testi-
mony. But now I would like to turn to the distinguished Ranking
Member of the Subcommittee, the gentleman from Florida, Mr.
Wexler, for such comments as he may have.

Mr. WEXLER. Thank you very much, Mr. Chairman. I want to
first thank you for holding today’s hearing on Ukraine’s future and
American policy objectives in this emerging Eastern European Na-
tion. I want to thank the witnesses for joining with us.

As I understand the witnesses will attest—and you, Mr. Chair-
man, spoke to the fact—that the election to succeed President
Kuchma this October, represents an historic opportunity for 50 mil-
lion Ukrainians to exercise control over their future, and set the
course for generations to come.

The next several months are critical for the Ukrainian people,
many of whom desire real democratic change, greater political and
economic freedom, and closer integration with the transatlantic
community and our institutions.

To achieve this goal, it is increasingly important that the United
States and the EU remain resolute, and work in coordination, to
ensure that fair and open democratic elections take place in
Ukraine.

I remain deeply concerned about the lack of freedom of the press,
as well as electoral fraud in Ukraine which is detailed in the 2003
State Department report on human rights, which today threatens
the upcoming election.

To this end, I strongly support a more intensive effort in Wash-
ington and Brussels, in conjunction with the OSCE, to monitor pre-
electoral events on the ground in Ukraine, and urge the Bush Ad-
ministration to push for a team of American observers at the elec-
tions on October 31st.

As today’s hearing examines the totality of United States-
Ukrainian relations, we would be remiss if we only highlighted the
negative and not the significant accomplishments of the majority of
Ukrainians who support further Euro-Atlantic integration includ-
ing membership in NATO and the European Union.
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I am particularly impressed by the rapid economic growth in
Ukraine over the past 4 years. Economic liberalization policies first
set in motion by former Prime Minister Yushchenko, and carried
out by the current government, coupled with a strengthening trade
relationship with Russia, has made Ukraine one of the world’s fast-
est growing economies.

To maintain this critical economic growth and to further
Ukraine’s integration in Euro-Atlantic institutions, it makes perfect
sense that the United States should continue to support and read-
ily assist Ukraine in her effort to join the WTO, as well as address
several domestic problems, including a significant failure by Kiev,
to provide intellectual property protection.

I also want to express my gratitude to the Ukrainian government
and people for their decision to support American efforts to rebuild
Iraq, and bring greater security to that region.

Ukraine’s bold decision to send over 1,600 soldiers is a clear sig-
nal to the United States that Ukraine stands with the American
people during these difficult times, and is committed to a future of
peace and stability in the Middle East.

All Members of Congress, whether they support the President’s
policy in Iraq or not, whether they be a Democrat or a Republican,
recognize and honor the ultimate sacrifice of these soldiers, includ-
ing several who have been killed in the line of duty, and we are
extremely grateful.

As for America’s Ukraine policy over the next year, it is impor-
tant that the Bush Administration continue to support democratic
reform leading up to the Presidential elections in 2004.

We should also seek ways to assist Kiev as it pursues NATO
membership. However, this can only be done if Ukraine addresses
its continuing problems of human rights violations and political re-
pression.

In this vain, I fully support Deputy Secretary of State Armitage
and his statement in Kiev in March, which reinforced that Amer-
ican policy toward Ukraine essentially would always move forward,
would move forward toward the October elections so long as those
elections were done in a free, open, and democratic way, and with-
out intimidation of the media, and without political intimidation.

Mr. Chairman, all of us in this room today support Ukraine’s fu-
ture integration in the Euro-Atlantic community. However, it is the
Ukrainian people alone who told the key to their future and to
their growth as a democratic nation.

The United States and European Union must make clear to
President Kuchma that political repression and threats will in the
long run be counter-productive to Kiev’s goal of joining Euro-Atlan-
tic institutions. Thank you, Mr. Chairman, for conducting this
hearing.

Mr. BEREUTER. Thank you very much, Mr. Wexler, for your excel-
lent statement. Our first witness is Steven Pifer. He is a career
Senior Foreign Service Officer, Deputy Assistant Secretary of State
in the Bureau of European and Eurasian Affairs for this hearing.

He served as U.S. Ambassador to Ukraine from January 1998 to
October 2002. In addition to his assignments in Ukraine, Ambas-
sador Pifer has served at the American Embassies in Warsaw,
Moscow, and London.
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His Washington assignments have included the Office of Euro-
pean Political and Security Affairs, the Arms Control and Disar-
mament Agency, and the Office of the Coordinator for the New
Independent States.

He has also spent time in the National Security Council as spe-
cial assistant to the President and Senior Director for Russia,
Ukraine, and Eurasia. And from October 2000 to June 2001, he
was a visiting scholar at the Institute for International Studies at
Stanford University.

Secretary Pifer, we are looking forward to your testimony. Your
entire written statement will be made a part of the record, and you
may proceed as you wish.

STATEMENT OF STEVEN PIFER, DEPUTY ASSISTANT SEC-
RETARY, BUREAU OF EUROPEAN AND EURASIAN AFFAIRS,
U.S. DEPARTMENT OF STATE

Mr. PiFeER. Mr. Chairman, Congressman Wexler, thank you very
much for the opportunity to be here today to talk about Ukraine’s
future and United States interests, and with your permission, I
will submit a written statement, and just open with some brief oral
remarks.

I would like to begin by describing the U.S. vision, the United
States Government’s vision for Ukraine, and that is that we wish
to see Ukraine develop as a stable, independent, democratic State,
with a strong market economy, and with increasingly close ties to
Europe and Euro-Atlantic institutions.

We support this vision because we think that kind of Ukraine
will be in America’s interests. Such a Ukraine will contribute to a
more stable and secure Europe. It will be a partner with us in
meeting new challenges, such as the war on terrorism, and coun-
tering proliferation, and it has great potential for mutually bene-
ficial economic, trade, and investment relations.

This vision of Ukraine has guided an informed United States pol-
icy toward Ukraine since the early 1990s. And as we look back over
this period, Ukraine has achieved a number of important accom-
plishments.

Since gaining independence in the aftermath of the collapse of
the Soviet Union, Ukraine has strengthened its statehood. It has
denuclearized. In 1992, Ukraine had nuclear forces on its territory
that would have made it the third largest nuclear power in the
world. Ukraine chose to give that up.

Ukraine has also over the last 10 years strengthened its links to
Europe, and in the last 4 years, we have seen impressive economic
growth. And over the 1990s, we developed a very strong, robust,
and broad relationship on a bilateral basis.

Unfortunately, there have been a number of problems over the
last several years that have greatly complicated our relationship
with Ukraine, and to some extent eroded it.

These include the unresolved murder of the independent jour-
nalist, Gongadze, the flawed 2002 Parliamentary election, and
questions about arms transfers to questions such as Macedonia and
Iragq.

I would say that many observers would say that the fall of 2002
probably was the low point in United States-Ukraine relations over
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the last 13 years. Since early 2003, both countries have tried to
find ways to improve the relationship, and resolve particular prob-
lems.

And indeed, we have made some progress. We worked very close-
ly with the Ukrainians last year to help them put in place laws and
practices to counter the problem of money laundering.

We have also had a very constructive and cooperative dialogue
to look at ways to improve the export control system in Ukraine,
and as has been noted, we very much appreciate the decision by
Ukraine to contribute military forces to the stabilization effort in
Iraq.

Ukraine now provides one of the largest contingents on the
ground in Iraq. We very much appreciate it and are grateful for the
help. They are doing serious work and in the last several months,
they have suffered three soldiers killed in action.

But with the development and more positive motion in the
United States-Ukraine relationship, we did restore a measure of
the high level dialogue, which included a visit by the Prime Min-
ister to Washington last October.

Today, our focus is on looking at ways to continue to improve the
relationship, and I would say that the biggest issue on the bilateral
agenda is the question of democracy, and the question of whether
there will be a free and fair process leading up to the October 31
Presidential election in Ukraine.

We believe that is important for the Ukrainian people, for United
States-Ukraine relations, and for Ukraine’s aspirations to draw
closer to Europe. Unfortunately, in the last several months the
signs have been discouraging.

We have seen official harassment of opposition politicians and
those who support them. In this regard, the State Tax Administra-
tion has been particularly involved in inappropriate ways in the po-
litical process.

Over the last 2 months, we have seen regional and local elections
that have been marred by severe problems. The most recent and
disturbing example is the mayoral election on April 18th in
Mukacheve.

We have seen harassment of the press, and Radio Liberty has
been shut down in Ukraine. The U.S. Government is pressing home
hard on the democracy message. Ambassador Herbst has been very
active on this question in Kiev.

Secretary Powell has made this a regular feature of his discus-
sions and interactions with Ukrainians. As was mentioned, Deputy
Secretary Armitage went to Kiev 2 months ago specifically to stress
the importance of democracy to United States-Ukraine relations,
and when he was there, he delivered a message from President
Bush to President Kuchma that also stressed the importance we at-
tach to a free and fair election process.

We also closely coordinate this message with our European part-
ners. They are sending parallel messages regarding the importance
of a free and fair election process, and we have in Kiev had a num-
ber of messages jointly by our Embassies to stress this issue.

We offer to devote a significant portion of our assistance program
for Ukraine to democracy programs. While the overall Freedom
Support Act budget for Ukraine has been declining, the proportion
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that goes to the democracy part has grown from one-fifth 2 years
ago, to about one-third today.

And $10 million of this is going specifically to programs con-
nected with this year’s election to support monitoring efforts to
support get out the vote drives, to support legal aid, and to support
training for independent journalists in how to deal with election
questions.

On economics, we see great potential, but it is largely unrealized
with the very difficult business and investment climate in Ukraine.
We want to broaden economic links. We want to support Ukraine’s
accession to the World Trade Organization.

But real problems remain. These include the lack of protections
for intellectual property rights and individual business disputes.
Such problems contribute to a negative investment climate image
for Ukraine, and they deny Ukraine the investment that it needs.

Looking on foreign policy terms, we would like to see Ukraine
draw closer to Europe. We fully support Ukraine’s Euro-Atlantic
aspirations, and its desire to draw closer to both NATO and the
European Union.

But we have been candid and clear with the Ukrainians that in
order to achieve that aspiration, they must take steps in terms of
political reform and economic reform that transform the Ukrainian
political and economic systems into systems that are compatible
with those of Europe.

To the east the Ukrainian-Russian relationship has been histori-
cally complex. But the United States Government supports positive
and strong relations between Kiev and Moscow. We see absolutely
no contradiction between Ukraine developing stronger relations
with Europe, and having a stable, positive relation with Russia.

The Ukrainians themselves are going to have to make the deci-
sions to transform, but the United States Government can help,
and our assistance programs over the last 12 years have contrib-
uted importantly to denuclearization, consolidation of democratic
institutions, economic change, health programs, and exchange pro-
grams which have brought some 20,000 Ukrainians over the last
decade to the United States.

We pursue these programs because they advance United States
interests by advancing our vision for a future Ukraine. Mr. Chair-
man, it is hard to do justice to a very broad and complex relation-
ship in a short opening remarks.

I would just close by saying that we see much potential, and we
do wish to move forward with Ukraine. We want to advance indi-
vidual bilateral issues, expand cooperation on global challenges,
and promote Ukraine’s integration into Euro-Atlantic and global in-
stitutions.

Our ability to move forward on this agenda, however, and
Ukraine’s ability to develop in the future are going to turn very im-
portantly on the election process that plays out in Ukraine over the
next 5% months

If that process is a free and a fair one, if it meets international
standards, that will be an enormous boost for United States-
Ukraine relations, and also for Ukraine’s effort to draw closer to
Europe.
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But most importantly, it will be a tremendous victory for the peo-
ple of Ukraine. Finally, Mr. Chairman, I note your own upcoming
visit to Kiev, and we are delighted that you are going.

The State Department and Embassy in Kiev look forward to sup-
porting you in every way. Thank you for your attention, and I
would be happy to address your questions.

[The prepared statement of Mr. Pifer follows:]

PREPARED STATEMENT OF STEVEN PIFER, DEPUTY ASSISTANT SECRETARY, BUREAU OF
EUROPEAN AND EURASIAN AFFAIRS, U.S. DEPARTMENT OF STATE

Mr. Chairman, Members of the Committee, I am pleased to be here today to dis-
cuss with you U.S. policy towards Ukraine.

As requested, I shall provide an assessment of the current state of U.S.-Ukrainian
relations; the U.S. view of current political and economic developments in Ukraine,
including the critical presidential campaign and October election; U.S. assistance to
Ukraine; and the status of Ukraine’s relationship with NATO and the European
Union. I shall also update you on recent interactions we have had with senior
Ukrainian officials, including the visit to Kiev by Deputy Secretary Armitage at the
end of March. I had the opportunity myself to spend three days in Kiev at the end
of April to assess Ukraine’s progress on democracy and the presidential election. I
hope this information will provide useful background for your upcoming visit to
Ukraine, which the State Department very much welcomes.

U.S. VISION FOR UKRAINE

The U.S. vision for Ukraine has remained constant for more than ten years. The
U.S. Government wants to see Ukraine develop as a stable, independent, demo-
cratic, economically prosperous country, a country that increasingly draws closer to
Europe and to European and Euro-Atlantic institutions, that promotes human
rights and abides by the rule of law, that maintains positive, mutually-beneficial re-
lations with its neighbors, and that actively contributes to strengthening peace and
security in the international community.

We believe that the majority of the Ukrainian people shares this vision. We sup-
port this vision because we believe such a Ukraine will be good for its people, will
contribute to a more stable and secure Europe, will be a partner with the United
States in meeting today’s new challenges, such as countering proliferation and de-
feating terrorism, and will be a country with which we can have robust and mutu-
ally beneficial economic and trade relations. Many Americans understand that help-
ing Ukraine to realize this vision is in our own national interest.

It is important to recall that the road to Ukrainian independence during the past
century has not been an easy one. In 1917, the Central Rada proclaimed Ukrainian
autonomy and in 1918, following the Bolshevik seizure of power in St. Petersburg,
the Ukrainian National Republic declared independence. After three years of conflict
and civil war, however, the western part of Ukraine was incorporated into Poland,
and the central and eastern regions were incorporated into the Soviet Union in
1922.

The Ukrainian national idea persevered throughout the Soviet period, but
Ukraine suffered immeasurably. In 1932-33, the Soviet authorities waged a cam-
paign of terror that ravaged the Ukrainian elites and created an artificial famine
(called the Holodomor in Ukrainian) that took the lives of many millions of innocent
Ukrainians. The Second World War was another heavy blow; estimates are that
some 10 million Ukrainians lost their lives. In 1986, Ukrainians again suffered a
tragedy of historic proportions with the explosion of Reactor Number Four at the
Chernobyl nuclear power station. Ukraine and its neighbors recently marked the
18th anniversary of the Chernobyl explosion, and the country continues to feel the
effects of that disaster.

POST-COMMUNIST ACHIEVEMENTS AND PROBLEMS

Ukraine began a new chapter in its history in 1991, when it regained independ-
ence with the collapse of the Soviet Union. Ukraine has changed dramatically since
independence—as you will see when you visit later this month. Long gone are the
breadlines and dour expressions that characterized the Soviet period. Ukraine now
is a vibrant, dynamic country that is carving out an important place in Europe.

Ukraine has not made as much progress as we had hoped it would in the early
1990s. In part, this reflects choices that the Ukrainian leadership made, or did not
make. But in retrospect, it is also fair to say that our expectations for rapid progress



9

were somewhat unrealistic. Ukraine has had to undergo three transformations: from
a Communist political system to democratic structures; from a command economy
to the market; and from a part of the Soviet Union to an independent state with
its own foreign relations. Ukraine has had to manage these transformations simul-
taneously.

I want to highlight in particular several important Ukrainian achievements in the
post-Soviet era. The first is strengthened statehood. There were some—including in
Ukraine itself—who doubted that the country, after so many years of imperial Rus-
sian, then Soviet domination, could stand on its own. But now, more than a dozen
years since the fall of the USSR, Ukrainian statehood is stronger than ever. Where-
as a National Intelligence Estimate in 1994 entitled “Ukraine: A Nation at Risk”
postulated that there might be no Ukraine in five-ten years, few serious analysts
would pose that question today.

A second major achievement was Ukraine’s de-nuclearization. When the Soviet
Union broke up, Ukraine had on its territory the third largest strategic nuclear ar-
senal in the world—greater than those of the United Kingdom, France and China
combined. Ukraine agreed in January 1994 to return the strategic nuclear warheads
located on its territory to Russia for dismantlement in exchange for security assur-
ances, compensation for the nuclear material in the warheads, and expanded West-
ern assistance. Ukraine acted on its commitment by returning strategic nuclear
weapons to Russia, completing the transfer in the middle of 1996. In addition,
Ukraine acceded to the Non-Proliferation Treaty as a non-nuclear weapons state on
December 5, 1994.

Since 1993, Ukraine has been a recipient of U.S. assistance in dismantling its nu-
clear arsenal, including delivery systems and the infrastructure associated with
strategic nuclear systems under the Cooperative Threat Reduction (CTR) (Nunn-
Lugar) Program. This assistance included missile, silo and bomber elimination.
Building upon this success, the CTR Umbrella Agreement also allows for activities
such as upgrading an automated export control system in order to prevent weapons
of mass destruction proliferation, and a Proliferation Prevention Initiative designed
to offer assistance with border security, again to thwart proliferation.

A third achievement is that Ukraine has built increasingly stronger relations with
Europe and Euro-Atlantic institutions. At the NATO summit in 1997, NATO and
Ukraine launched the Distinctive Partnership, defining a special relationship be-
tween the Alliance and Ukraine. Conclusion of a NATO-Ukraine Action Plan in
2002 charted the way forward for Ukraine to strengthen further its relations with
NATO. Ukraine has a Partnership and Cooperation Agreement with the European
Union and a regular dialogue on issues of mutual interest.

Ukraine’s recent strong economic performance represents a fourth important
achievement. After a decade of decline, Ukraine’s economy began to expand in 2000,
spurred in part by reform of the energy and agricultural sectors, and has continued
at a strong pace since then. Last year, Gross Domestic Product grew by a remark-
able 9.4 percent. Exports of manufactured goods drove the growth, and construction
is booming. The government met its budgetary targets, kept inflation under control,
and accumulated substantial foreign exchange reserves. Ordinary Ukrainians are
beginning to feel the benefits: household income and consumption have risen dra-
matically. This impressive performance continued in the first quarter of 2004.
Ukraine has even managed to repair its sometimes-troubled relations with the IMF
and World Bank.

However, while Ukraine has made progress on economic reform, much remains
to be done. Tax reform is incomplete, and the problem of arrears in refunds of the
Value Added Tax persists. Energy sector reform is stalled. Many in the government
appear not to trust market mechanisms, as was evident during last year’s grain
shortages when the government implemented informal price controls. The invest-
ment climate remains hampered by a cumbersome and opaque regulatory frame-
work, corrupt and illicit business practices, and an arbitrary judicial system. Intel-
lectual property protection is weak, with piracy and counterfeiting of U.S. products
at unacceptably high levels. Protection of private property is still inadequate, and
privatizations are executed with little transparency for investors. As a result, for-
eign investment remains low compared with other countries in the region (a cumu-
lative $6.7 billion at the end of 2003, compared to about $70 billion in neighboring
Poland). Ukraine needs to correct fundamental legal and business infrastructure
problems in order to stimulate the investment needed to sustain economic growth
over the long term.

Ukraine has had other problems, and these have complicated U.S.-Ukrainian rela-
tions. Ukraine’s democracy and human rights record reflects significant problems,
and the country lags in this area behind its Central European neighbors. Applica-
tion of the rule of law can be arbitrary. Government authorities interfere with the
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press by harassing, intimidating, and, in some cases, violently attacking journalists,
censoring material, and creating a climate of self-censorship. The murder of the
journalist Heorhiy Gongadze in 2000 was one of the most notorious cases.

The lack of a credible and transparent investigation into the Gongadze murder,
particularly in light of indications of involvement by Ukrainian government officials,
is troubling and has had a detrimental impact on U.S.-Ukraine relations. We like-
wise have been concerned about other deaths of journalists, including the July 2001
beating and subsequent death of Donetsk regional television director Ihor
Aleksandrov and the incredible “suicide” hanging of journalist Volodymyr
Karachevtsev on his refrigerator door last December. We have continued to press
for a full and transparent investigation of the Gongadze case and other cases of vio-
lence against journalists, but Ukrainian authorities have been largely unresponsive.

Although Ukraine made a historic decision to support nuclear non-proliferation in
1994, the proliferation of other dangerous weapons systems has been another factor
complicating U.S.-Ukrainian relations. In the summer of 2001, the Ukrainians gave
assurances to the United States and NATO that Ukraine would not transfer heavy
arms to Macedonia. But no more than a month after these assurances, Ukraine sup-
plied such weapons to the Macedonians, complicating the search for peace and sta-
bility in the Balkans. Ukraine eventually terminated such transfers, but the slow
implementation of that decision created a problem for Ukrainian relations with the
United States and NATO.

Bilateral relations suffered a further setback in September 2002 when a recording
of President Kuchma’s July 2000 approval to transfer a Kolchuga early warning sys-
tem to Iraq was authenticated as genuine. We have not located Kolchuga systems
in Iraq, and the transfer might not have taken place. But we could not understand
why such a transfer was approved.

The fall of 2002 could be said to represent the nadir in U.S.-Ukraine relations.
During the past 16 months, however, both sides have tried to find ways to improve
the relationship, and we have resolved some problems. The high-level dialogue re-
sumed last fall, especially during a visit by Prime Minister Yanukovych to Wash-
ington.

As the war on terrorism has intensified, the United States and Ukraine have
found new avenues for cooperation. Ukraine has contributed one of the largest con-
tingents of troops to the stabilization effort in Iraq. We very much value the impor-
tant contribution that Ukraine is making to the stabilization effort in Iraq. Their
brigade operates in the region of Al Kut as part of the Polish-led division and re-
cently suffered three combat fatalities. There have been calls in Ukraine for the
withdrawal of the troops, but President Kuchma has stood firm in his commitment,
and we are very grateful for Ukraine’s efforts and sacrifices. The Ukrainians have
also rendered valuable assistance in Afghanistan, providing thousands of overflight
clearances for American aircraft and donating weapons and equipment to the Af-
ghan National Army. And Ukrainian troops have performed admirably in peace-
keeping operations in Kosovo and in Africa under the auspices of the United Na-
tions.

DEMOCRACY AND THE 2004 PRESIDENTIAL ELECTION

Looking forward, the single most important issue now on our bilateral agenda is
the conduct of the Ukrainian presidential campaign and election. We believe that
the upcoming presidential election—scheduled for October 31 this year—will affect
Ukraine’s strategic course for the next decade. Ukraine has set itself the goal of in-
tegration into European and Euro-Atlantic institutions, including NATO. These in-
stitutions are, above all, communities of shared democratic values. The presidential
campaign and election provide Ukraine an opportunity to demonstrate that it, too,
shares Western democratic values and a respect for human rights. How well
Ukraine does in holding a free and fair election will have a major impact on how
quickly it can become integrated into European and Euro-Atlantic institutions and
will also affect the direction and pace of U.S.-Ukrainian relations.

The Ukrainian president serves a five-year term. President Kuchma was first
elected in 1994—in an election that was widely applauded as generally free and fair,
and which represented the first time in a former Soviet state when a leader yielded
power to another as the result of a free election. President Kuchma was re-elected
in 1999, in an election where the balloting process itself went generally well but in
which there were concerns about the campaign, including pressure on the media
and abuses of “administrative resources.”

President Kuchma has not officially endorsed a successor. He has, however, re-
peatedly said, privately to U.S. officials and publicly, that he will not run for a third
term, which a December 2003 ruling of the Constitutional Court of Ukraine claimed
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would be constitutional despite the past and current constitutions’ two-term limit.
On April 14, pro-presidential forces in the Rada (parliament) chose the current
Prime Minister, Viktor Yanukovych, as their candidate, but it is unclear whether
he will enjoy the support of all of the various pro-presidential factions throughout
the campaign. Former Prime Minister Viktor Yushchenko is the leading opposition
candidate and still the most popular politician in Ukraine. Ukrainian political ob-
servers anticipate a number of other candidates will enter the campaign, which offi-
cially begins in July.

The U.S. Government does not back any particular candidate in the election; our
interest is in a free and fair electoral process that lets the Ukrainian people demo-
cratically choose their next president. We would be prepared to work closely and ea-
gerly with whomever emerges as president as the result of such a process.

Unfortunately, there have been discouraging signs in recent months. First,
Ukrainian authorities continue to harass opposition politicians and those that sup-
port them. Starting with the disruption of an opposition rally in the eastern city of
Donetsk last October, Ukrainian authorities have put various obstacles in front of
members of the opposition—who have a right to be able to compete on a level elec-
toral playing field. More than 100 businesses have reportedly been subject to har-
assment by the tax police with the goal of putting the firms out of business or get-
ting them to sever their ties with the opposition. One recent—and particularly bru-
tal—example of the harassment was the March 7 beating of an independent trade-
uniondleader and oppositionist’s son, who suffered a severe concussion and head
wounds.

Recent local and regional elections have been marred by severe problems. For ex-
ample, in a March 7 Donetsk by-election for a seat in the Rada, regional tax admin-
istration head Vasylyev was elected in a supposed landslide following a campaign
characterized by extensive abuse of “administrative resources” to his advantage. In
the March 28 mayoral election in Romny (Sumy Oblast), pro-government candidate
Kalyshnyk won following a campaign of administrative abuses and disqualification
of the opposition front-runner. And in the most blatant example of manipulation,
in the April 18 mayoral election in Mukacheve, the territorial election commission
disqualified 6,000 of 19,000 votes for opposition candidate Baloha and declared the
pro-presidential candidate Eduard Nuser the victor. The U.S. Government does not
believe that the result announced by the Mukacheve territorial electoral commission
reflects the will of the voters of Mukacheve; we have welcomed President Kuchma’s
call for an investigation and hope for a rapid, transparent review that will lead to
rectification of the fraudulent result.

Harassment of the press has included closures of critical media outlets for alleged
tax violations or for licensing problems. Most recently, the authorities took steps to
end Radio Liberty broadcasting in Ukraine. Radio Dovira, which had broadcast
Radio Liberty for the previous five years, ended its contract February 17 after a new
pro-presidential director assumed control; the grounds for ending the contract
seemed spurious. Radio Kontynent, which offered to begin broadcasting Radio Lib-
erty, had its transmitter confiscated March 13 because of alleged license problems.
In mid-March, President Kuchma ordered a moratorium on tax inspections of media
olllltletz, but Embassy reports indicate the authorities have not fully implemented
the order.

Pro-presidential forces have attempted to change Ukraine’s constitution to protect
and extend their power and positions. The constitutional changes proposed last year
were originally two-fold in nature: 1) popular election of the president would be re-
placed by election of the president by the Rada (which is controlled by pro-presi-
dential forces); and 2) the presidency would cede many powers (particularly those
having to do with appointments) to the prime minister chosen by the Rada.

In February, the constitutional provisions dealing with election of the president
were dropped following polls showing that 80-90 percent of Ukrainians favored di-
rect presidential election and strong critical messages by the United States, Euro-
pean Union and others. On April 8, the provisions dealing with strengthening the
powers of the prime minister narrowly failed to obtain the two-thirds Rada majority
required by the Ukrainian constitution. While Rada Speaker Lytvyn stated on April
14 that the constitutional change issue was dead until at least 2005, there are indi-
cations that forces close to President Kuchma may continue to push for a new vote
on what they label “constitutional reform” before the October election. The U.S. Gov-
ernment believes that such changes are best left until after the election.

The U.S. Government is committed to supporting a free and fair election process
in Ukraine. We have worked very hard in bilateral and multi-lateral fora, press
statements and speeches, and in diplomatic exchanges—indeed, in all possible con-
texts—to press home the message that a free and fair election is key to Ukraine’s
integration with the West. In late March, Deputy Secretary Armitage carried a let-
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ter from President Bush to President Kuchma on the importance of a free and fair
election for U.S.-Ukraine relations, Kuchma’s political legacy, and the future of
Ukraine. Secretary Powell has strongly conveyed the same point to senior Ukrainian
officials. I double-tracked the democracy message in meetings with senior Ukrainian
officials April 26—27. Ambassador Herbst meets with Ukrainian officials, legislators,
and others on a daily basis to discuss the issue. He also works very closely with
other members of the Kiev diplomatic corps to coordinate our message. We have co-
operated with the Europeans and other allies on the issue. The European Union,
the Parliamentary Assembly of the Council of Europe, the European Parliament,
and the OSCE have all taken strong stands on democracy and election issues in
Ukraine, and we expect to work closely with them through election day and beyond.

We have kept our investment in promoting democracy and civil society a strong
one. For example, the proportion of democracy programs within the FREEDOM Sup-
port Act (FSA) budget for Ukraine has been increasing (even though the overall FSA
budget for Ukraine has dropped), reflecting the priority we place on these goals.
Over the past two years, democracy assistance has gone from one-fifth of the FSA
budget for Ukraine to nearly one-third. We are making $10 million available in di-
rect support for a free and fair presidential election process through support for elec-
tion administration, independent media and voter education, election monitoring
and training, and opinion and exit polling. We believe that this type of support rein-
forces what is already a very encouraging trend in post-independence Ukraine:
namely, the growth of civil society. Civic groups are playing more and more of a
role in Ukraine’s political and economic life, extending their reach to every sector:
business, environment, human rights, media and health care. Everything that we
do to strengthen this bottom-up, positive force for change reinforces the ability of
Ukrainians to take control of their own lives and make the right choices for their
country and their leadership.

NATO-UKRAINE RELATIONS

Our message to Ukraine on democracy and the election stresses the importance
of a free and fair process for Ukraine’s integration into Euro-Atlantic structures, in-
cluding NATO. President Kuchma and other members of the Ukrainian leadership
have set NATO membership as a goal for Ukraine. The United States is prepared
to support Ukraine drawing closer to, and ultimately entering, the Alliance, pro-
vided that Ukraine takes and implements the decisions needed—for defense, eco-
nomic and political reform—to meet the standards of NATO. By virtue of its deploy-
ment to Iraq, Ukraine has already demonstrated that it has the political will and
the capability to make a serious contribution to meeting global security needs.

NATO has conducted a dialogue with Ukraine about the requirements for mem-
bership within the framework of the Charter on a Distinctive Partnership between
NATO and Ukraine (signed July 9, 1997) and has advised Ukraine on the content
of its 2002 Action Plan goals on defense, economic, and political reform. It is impor-
tant to note that the Action Plan is a Ukrainian-generated document, which is re-
viewed by NATO member countries, though the Ukrainians are not obliged to accept
suggestions.

In terms of defense reform, Ukraine has been receptive to our suggestions and has
done well in beginning the process of reforming its military to make it interoperable
with NATO forces. Ukraine has developed new national security objectives and out-
lined its goals for military reform through 2015, which were recently published in
a Strategic Defense Bulletin which Defense Minister Marchuk briefed to NATO rep-
resentatives in mid-April. The Bulletin is a serious and realistic document. Reform
of Ukraine’s military will be a difficult process, requiring a massive and costly re-
duction, retraining and re-equipping of Ukraine’s forces. Despite the obstacles that
lie ahead, we believe Ukraine is committed to seeing the military reform process
through to completion, and we look forward to assisting Ukraine’s military meet its
goals for interoperability with NATO.

Another critical aspect of Ukraine’s NATO membership requirements is political
reform. We have stressed to Ukrainian officials repeatedly that Ukraine’s NATO as-
pirations can only be realized by Ukraine demonstrating that it shares the commu-
nity’s core democratic values. The United States and our European allies advised
the Ukrainians that the latest draft of the Action Plan lacked goals on democratic
reform and ensuring a free and presidential election, and that the Ukrainians had
to go beyond the Plan—especially on elections—to advance their NATO aspirations.

UKRAINE-EU RELATIONS

As part of its “European Choice” policy, Ukraine has expressed its ambition to join
the European Union. This ambition has recently intensified as Ukraine saw three
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of its neighbors—Poland, Hungary, and Slovakia—become part of the European

Union on May 1. On several occasions, the Ukrainian government has spoken of

seeking compensation for the losses its economy will suffer as a result of EU expan-

sion. The fact that the new members will now require Ukrainians to obtain visas

gas also generated concern of a new divide being built along Ukraine’s western bor-
er.

President Kuchma has acknowledged that Ukraine is not ready at this time for
EU membership, but he has argued fervently for an association agreement. Such an
agreement suggests the issue of ultimate EU membership is a question of when, not
if, and the European Union has not been ready to take that step. The European
Union, however, is in the process of developing a European Neighborhood Policy,
which will address relations with Ukraine. The Ukrainian government had hoped
to be granted market economy status by the European Union prior to expansion,
but the European Union, while not yet issuing a formal decision, has expressed con-
cern about several aspects of Ukraine’s economy, especially with respect to the gov-
ernment’s regulation of prices.

UKRAINTAN-RUSSIAN RELATIONS

Ukraine has an important and complex relationship with Russia. On the one
hand, the two countries are drawn together by overlapping histories and cultural
identities, and a significant proportion of Ukraine’s citizens—particularly in the east
and in Crimea—are ethnic Russians. Most Ukrainians realistically understand the
importance of maintaining good relations with Russia. On the other hand, many are
wary of domination by Moscow and increasingly look Westward. They want good re-
lations with Moscow, but also want to maximize their options with the West. We
support this; we see no contradiction between Ukraine strengthening its relations
with the West and having stable and positive relations with Russia.

Ukraine’s balancing act between the West and Russia is evident in a number of
policy decisions by the Ukrainian leadership. For example, last month Ukraine rati-
fied the Framework Agreement for the creation of Single Economic Space (SES).
This is a framework agreement, signed at Yalta last September, between Russia,
Ukraine, Belarus and Kazakhstan, intended to promote economic integration. Many
Ukrainian officials insist that Ukraine’s only interest in the SES is in obtaining a
free trade agreement with Russia, whereas Russia and the other SES signatories
speak more ambitiously of customs, tax and monetary union. In ratifying the SES
framework agreement, the Rada attached a reservation saying that Ukraine would
not participate in any parts of the SES that are inconsistent with the Ukrainian
constitution. Our view is that Ukraine needs to be careful that, as SES mechanisms
are developed, Ukraine does not compromise its goal of entry into the World Trade
Organization.

The controversy over Tuzla Island and the Kerch Strait is another topical issue
in Ukraine-Russia relations. Last September, Russian engineers unexpectedly began
construction of a causeway between the Taman Peninsula of the Russian Krasnodar
territory and the Ukrainian island of Tuzla in the Kerch Strait. The Russians even-
tually halted construction just short of the island. Then Kiev and Moscow began ne-
gotiations on delimiting a maritime border in the Kerch Strait, as well as estab-
lishing the status of the Sea of Azov. Last December, Presidents Kuchma and Putin
announced that they had signed an agreement, which was recently ratified by both
the Rada and the Russian Duma, though the precise location of the border has yet
to be worked out by experts.

The interplay of U.S., Russian and Ukrainian interests has been one of our most
complicated and delicate policy concerns for the region in the post-Soviet era. On
the one hand, we have stressed to Russia that our aim is to cooperate, not to com-
pete, with Russia in the former Soviet space. At the same time, we have emphasized
that Russia must respect the sovereignty and independence of its neighbors, and
that we intend to have normal relations with those countries. We do not view our
relationships in the region in zero-sum terms, and our hope is that our interlocutors
in Moscow and Kiev will share a similar view. We believe Ukraine’s good relations
with Russia and Euro-Atlantic integration can be complementary, rather than com-
peting, goals.

NON-PROLIFERATION

Historically, Ukraine’s record on non-proliferation has been strong, albeit with
some serious lapses. Ukraine’s decision in 1994 to transfer nuclear weapons to Rus-
sia was a very positive step in the nuclear non-proliferation effort. Ukraine has co-
operated with efforts to limit proliferation of weapons and technologies of mass de-
struction (WMD) and participates actively in numerous international non-prolifera-
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tion regimes. For instance, Ukraine supported the Wassenaar Arrangement’s suc-
cessful efforts to establish more stringent standards for the export of Man-Portable
Air Defense Systems. In 1998, Ukraine agreed to end its participation in the con-
struction of a nuclear power plant at Bushehr, Iran.

At the same time, there remain some serious questions on arms export controls
and containing illicit arms sales. We have noted improvement over the past year,
as Ukraine has made some significant efforts to strengthen its export control sys-
tem. Ukraine passed a new export control law in March 2003. The law codified and
clarified a body of decrees and regulations that had served as Ukraine’s basis for
export controls. Through our Export Control and Border Security program, we are
supporting Ukraine’s efforts to identify additional legislation that may be necessary
for effective enforcement of this law.

The Ukrainian government has reinforced the role of the Committee for Military
Technical Cooperation and Export Control (CMTCEC), a licensing review body that
considers sensitive export cases. In early 2004, the Ukrainian government improved
the CMTCEC’s oversight of the transport of military and dual-use goods by air
transportation companies. These changes support parallel efforts to bolster the effec-
tiveness of Ukraine’s State Service for Export Control, the chief export licensing
body. The Ukrainian government has also welcomed visits by foreign (including
U.S.) experts to discuss export control issues, and later this month Ukraine will
hold its first non-proliferation discussions with NATO.

Continued efforts are necessary if Ukraine is to establish fully effective export
controls. Ukraine needs to encourage greater transparency about its arms exports,
broader information-sharing among the agencies involved, and thorough oversight
of the activities of arms exporters. Stricter enforcement and vigorous punishment
of violators would also send a clear message of Ukrainian seriousness in imple-
menting its export control laws. We continue to monitor arms transfers and military
cooperation between Ukrainian entities and countries of proliferation concern. We
seek more cooperation from the Ukrainian government to prevent such transactions,
and continue to work with Ukraine to improve Ukrainian enforcement and enact-
ment of structural reforms.

ECONOMIC ISSUES

We remain strongly engaged with the Ukrainian government on economic issues.
We strongly support Ukraine’s efforts to accede to the World Trade Organization
(WTO). WTO membership would help boost Ukraine’s economic growth, diversify
trading partners, and strengthen its ties to Europe. The U.S. funds assistance pro-
grams to help Ukraine develop legislation to bring its trade regime into conformity
with WTO requirements. We are working closely with the Ministry of Economy and
European Integration and other agencies, but we have stressed that Ukraine’s
progress towards accession will depend on its commitment to effect needed changes
in its trade rules and practices.

We have also advised the Ukrainians that a particular prerequisite to our con-
cluding a bilateral market access agreement is improved protection of intellectual
property. Ukraine is designated under Special 301 as a Priority Foreign Country,
is subject to U.S. trade sanctions, and has lost its GSP benefits due to deficiencies
in intellectual property rights protections. Ukraine has improved its performance on
curtailing optical media piracy, but it has yet to fulfill its commitment made in the
2000 Joint Action Plan to enact legislation to protect optical media. The government
has several times proposed amendments to the Optical Disc Licensing Law, but the
Rada has so far failed to pass it. We hope they will be successful. Although the gov-
ernment has improved its enforcement of IPR and reduced production of pirated op-
tical media, it needs to do more to combat distribution of pirated products.

In the course of our bilateral dialogue, our Ukrainian interlocutors often raise the
question of Ukraine’s status as a non-market economy (NME) country under the
U.S. antidumping law. There are six statutory factors that guide the Department
of Commerce in determining a country’s status. These are: the extent of currency
convertibility; wage determination; openness to joint ventures and foreign invest-
ment; government ownership of and/or control over means of production; govern-
ment control over prices and the allocation of resources; and other factors deemed
appropriate.

When the Commerce Department last conducted a formal review into Ukraine’s
NME status, it decided in August 2002, in consultation with the Ukrainian govern-
ment, to defer indefinitely its final decision. As Commerce explained to Ukrainian
government officials at the time, in order for Commerce to resume its inquiry, the
Ukrainian government must submit a new formal request on the basis of changed
circumstances. In so doing, it should consider its progress in the statutory areas.
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We have provided information to the government on the process it needs to follow
and have advised that no further action on NME can occur until it submits its re-
quest.

We are continuing our efforts to resolve a number of long-standing disputes in-
volving U.S. investors. These cases are symptomatic of problems with Ukraine’s in-
vestment climate. On several occasions, the Ukrainian government has failed to en-
force arbitral awards, contracts, and court decisions involving U.S. companies, in-
cluding three business initiatives involving FREEDOM Support Act funds. These
cases form part of the agenda of the biannual U.S.-Ukraine Committee on Economic
Cooperation. We have made progress on several of the cases, but we will need to
continue to press the Ukrainian government to keep its commitments and obliga-
tions until all the cases have been resolved.

Ukraine has complied with the provisions of the Jackson-Vanik Amendment to
the Trade Act of 1974. In principle, we support Congressional action to “graduate”
Ukraine from Jackson-Vanik and to grant normal trade relations with Ukraine.

Another key issue on the economic agenda is the Odesa-Brody pipeline. Late in
2001, construction was completed on the Odesa-Brody oil pipeline linking the Black
Sea to the southern Druzhba pipeline system in western Ukraine. The Ukrainian
government asked for our help in marketing the pipeline as a Eurasian Oil Trans-
portation Corridor. We remain convinced that the best use of the pipeline is to
transport Caspian crude to refineries in central Europe, enabling the oil to bypass
the increasingly crowded and environmentally sensitive Bosphorus Straits. This op-
tion would help Ukraine integrate into European energy structures and to diversify
its own supply of oil.

As we have told the Ukrainian government, reversing the flow of the pipeline to
facilitate export of Urals crude through the Black Sea, as some have proposed, could
undercut Ukraine’s interests. Even a “temporary” reversal would lead shippers to
develop other land-based routes from the Caspian to Europe, essentially shutting
Ukraine out of this potentially profitable transport business. It is our understanding
that U.S. oil companies are interested in using Odesa-Brody, and we have urged the
Ukrainians to try to negotiate a transparent commercial agreement with potential
suppliers, customers, and transit countries.

I am pleased to report significant success in working with Ukraine in the fight
against money-laundering. The international Financial Action Task Force (FATF)
placed Ukraine on its list of Non-Cooperating Countries and Territories (NCCT) in
September 2001 due to inadequacies in its anti-money-laundering régime. The U.S.
Government worked closely with the Ukrainian government to help develop a com-
prehensive anti-money-laundering law consistent with international standards. The
new law entered into force in June 2003, and the Ukrainian government has made
a serious investment in its implementation. As a result, FATF was able this past
February to remove Ukraine from the NCCT list. We continue to work with the
Ukrainian government to address remaining deficiencies, such as lack of progress
on criminal prosecution for money-laundering.

U.S. ASSISTANCE

Transforming Ukraine—building a modern market economy, consolidating demo-
cratic structures, and building other institutions of a 21st century European state—
is a task first and foremost for the Ukrainians themselves. The United States, how-
ever, can help, and it is in our interest to do so. Therefore, during the years since
Ukraine achieved independence, we have provided $3.328 billion in assistance
through the Cooperative Threat Reduction Program, the FREEDOM Support Act
and other assistance programs. These transfers have contributed significantly to
achieving important U.S. foreign policy goals with respect to Ukraine, and there are
numerous examples.

o Nuclear Threat Elimination—U.S. CTR assistance has eliminated the mis-
siles, missile silos and bombers that once targeted some 2000 nuclear war-
heads against the United States.

Nuclear Safety—Much progress in the area of nuclear safety already has been
achieved, including the installation of and training of specialists in operating
full-scope simulators. For example, vital upgrades for sabotage protection
were completed at the Khmelnytskyy nuclear power plant and are being im-
plemented at the Zaporizhzhya nuclear power plant, thus improving nuclear
reactor security.

Military Restructuring—U.S. Government assistance has contributed to
Ukraine’s increasing capacity to promote regional stability through its grow-
ing involvement in peacekeeping activities. For example, in FY-03, $1 million
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in Enhanced International Peacekeeping Capability funding helped Ukraine
establish its own multinational-staff course to enhance the interoperability of
Ukrainian peacekeepers with U.S. and NATO forces. These types of programs
have helped prepare Ukraine for deployments such as Iraq.

o Exchanges—In FY-03, some 1,480 Ukrainian citizens traveled to the United
States on USG-funded training and exchange programs implemented by
USAID and the U.S. Departments of Agriculture, Commerce and State, bring-
ing the cumulative number of Ukrainian participants to over 19,570.

e Democracy Achievements—U.S. Government-supported legal programs have
provided media professionals with training in media law and legal defense,
helping to achieve a 63% success rate in media-related legal cases. As another
example, USG assistance helped to develop election-related amendments
which in 2003 were added to the Criminal Code to deal with so-called “dirty
election technologies.”

Election Assistance—The U.S. Government is funding over $10 million in as-
sistance for the election and coordinating with other bilateral and multilateral
donors on assistance programs.

e Economic Achievements—In 2003, a successful U.S. Government-funded de-
regulation program facilitated the streamlining of 210 regulatory procedures
by regional authorities and city councils: a total of 20 “one-stop-shops for
business registration reduced registration time from 30 to 14 days, and addi-
tional one-stop shops are being established nationwide in FY-04. Under a
U.S. Government-funded agriculture reform program, by the end of 2004
more than one million individuals will have received land titles, providing the
recipients with twice the rental income as those without land titles, plus solid
proof of private ownership.

Health—U.S. Government health-care reform programs continued to support
a shift in health-care services from costly tertiary care to community-based
primary health care and family-medicine clinics. A total of 18 demonstration
centers in six regions were established under a U.S.-Ukraine partnership.

e Law Enforcement—U.S. law enforcement agencies worked closely with senior
Ukrainian officials to help them develop an anti-money laundering law and
related regulatory framework that met international standards.
Anti-Trafficking—To fight trafficking in persons, the U.S. Government im-
proved the Ukrainian government’s ability to combat trafficking by helping to
beef up investigations, prosecutions and regional cooperation with law en-
forcement agencies in destination countries. Prosecution numbers have stead-
ily increased. We also supported a crisis center that provides training and
counseling to victims.

LOOKING TO THE FUTURE

It is clear that there is significant potential for further development of U.S.-
Ukraine relations, to the advantage of both countries. We have a broad and robust
agenda, and hope to work to advance individual bilateral issues, expand cooperation
on global challenges, and increasingly integrate Ukraine into Euro-Atlantic and
global institutions.

As I have noted, the most important issue now on the agenda is the conduct of
Ukraine’s presidential election. During his March visit, Deputy Secretary Armitage
delivered an unambiguous message to President Kuchma and others about the im-
portance of a free and fair election. We have tried to make as clear as possible what
we see at stake in the conduct of the presidential campaign and election, and we
now wait to see if the Ukrainian leadership will create the conditions for a good
election. If that election process is free and fair, it will provide an important boost
to U.S.-Ukraine relations and to Ukraine’s effort to draw closer to Europe. It will
also, most importantly, be a true victory for the Ukrainian people.

Thank you very much for this opportunity today to discuss our Ukraine policy.
I would be happy to address your questions.

Mr. BEREUTER. Thank you very much, Secretary Pifer. I think
you have done an excellent job of summarizing a very diverse and
important set of subjects. I would like to ask you if you can, or if
this forum allows it, on three subjects, and then I will turn to Mr.
Wexler for his questions or comments.
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First, a rather simple and straightforward question; is Radio
Free Europe back on broadcast now in Ukraine? I know that they
have had difficulties with various stations that were carrying it in
Ukraine.

Secondly, your comments about the state of press freedom in
Ukraine, and how the United States Government can discourage
governmental intimidation, or attempts to intimidate independent
media during the election campaign.

And finally I was going to ask you a question about the Adminis-
tration’s assessment of Ukraine’s current record on the prolifera-
tion of weapons of mass destruction and components, and arms
sales to rogue regimes, or to any other actors.

And then it seems even more urgent because on the 6th of May,
I understand that Ukrainian security forces seized 370 pounds, or
375 pounds, of radioactive material seen as and speculated as a
likely ingredient for a dirty bomb. And this was brought appar-
ently, Cesium 137, from the southern part of the country by pur-
chasers in Kiev.

And say as much as you can about this, and whether or not the
stepped-up efforts we are providing, and we intend to provide as-
sistance to them, for border control and for detecting and seizing
smuggling of WMD or components, is already happening, or is that
prospective?

Mr. PIFER. Sure.

Mr. BEREUTER. And if there are things that you would rather not
answer here, just briefly mention that and we will try to do this
in another setting.

Mr. PIFER. Very good. Okay. Let me begin on the question of
Radio Liberty. In January, Radio Liberty was—yes, it is actually
Radio Liberty that broadcasts in Ukraine.

Mr. BEREUTER. Thank you.

Mr. PIFER. Radio Liberty in January was primarily broadcasting
through a contract with the Dovira system of FM stations, which
gave it coverage pretty much across the entire country.

In the middle of February, Radio Dovira informed Radio Liberty
that they were terminating the contract. They said that the Radio
Liberty broadcasts were not popular. This went completely against
polling information on Radio Liberty that we had seen.

And there are some suspicions that this was due to a new man-
ager who may have had political ties to certain forces in Ukraine.
That took Radio Liberty off of Radio Dovira.

They then reached out to Radio Kontynent, which offered to pick
up and broadcast, again on the FM band, their transmissions.
Radio Kontynent unfortunately about 4 days after they began
broadcasting Radio Liberty had its transmitter shut down.

So the current status is that I believe that Radio Liberty is
broadcasting somewhat on shortwave, and they have some smaller
transmissions, but they have nothing like the nationwide coverage
that they had back in January.

So we have pressed the Ukrainian government on this. Ambas-
sador Herbst has raised it several times. I raised it when I was
there 3 weeks ago. Deputy Secretary Armitage has written Ukrain-
ian officials about this to try to get Radio Liberty back on the air
with the sort of coverage that it had 4 months ago, which really
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covered most of the country, because Radio Liberty was really seen
as an independent news source, and I think having this kind of
source is important for Ukrainians, particularly in the run up to
an election.

So we can’t report a lot of progress there. We continue to work
on it, and we will do our best. On the question of media freedom
in Ukraine, we have made this an issue for a number of years in
telling the Ukraine government that if they wish to be seen as a
normal European state, if they wish to fully integrate into Europe,
a free, vigorous, and unchecked press is an important part of a
modern democracy.

We continue to raise this, and we push this, and we also have
assistance programs that are geared to helping journalists learn
modern journalistic techniques. But ultimately these are decisions
that the Ukrainians are going to have to make.

And the message that we continually impress on them is that if
you really want to be in Europe, and if you want to follow the suc-
cessful path of countries such as Poland and the Czech Republic,
you need to put in place a modern democratic system, and that
means a free and independent media.

And unfortunately as we have seen, they fall short in significant
regards in this area. I would comment that there is I think a dis-
tinction perhaps between the print media in Ukraine and the
broadcast media.

What we have seen—the print media in fact are a range of news-
papers which really do reflect the full spectrum of political opinion.
The situation is much more troubling with regards to Radio Liberty
on the broadcast side, but also with regards to television broad-
casting, where the major national broadcast networks are in the
hands of a relatively small group.

And there are concerns that when the election campaign formally
beings in July, will all of the opposition candidates have equal ac-
cess to the national broadcast networks, which are where most
Ukrainians get their information today.

On the question of Ukraine’s record on proliferation, there have
been some very good successes. There have also been some areas
of concern. In some instances over the last 5 or 6 years, where we
have raised specific issues, and it would be better if I not go into
detail on those questions.

But if we raised specific issues, we have in fact got or received
some very responsive reactions by the Ukrainians. In other cases
their response has been less satisfying. The Gongadze case was
mentioned.

This was one where we believe that the transfer of Kolohuga pas-
sive detection system had been authorized to Iraq. We were not
sure whether the transfer had actually taken place or not.

The Ukrainians invited us to have some discussions to get to the
bottom of this, and when we had discussions, we had extremely
%ood cooperation from the Foreign Ministry and the Ministry of De-
ense.

But unfortunately when we talked to the security services there
were significant gaps that raised significant questions. So the
record does have some blemishes on it. Over the last year, we have
tried to work in a cooperative way with the Ukrainians, focused on
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looking at their export control system, and looking at ways that
they can improve it.

So that the system in fact gives them a set of checks and bal-
ances that allows them to stop the proliferation of either tech-
nologies related to weapons of mass destruction, or other military
useful items at an early point, so that they have confidence that
they can have full control on that.

And there has been a fairly good dialogue. We work on it, and
the British and the Polish governments also participate, and we
work together in that format with the Ukrainians.

We have also provided significant equipment to them to help in-
crease their ability to detect materials, including radioactive mate-
rials on their borders. So we are providing technical assistance,
both in terms of how they restructure their system, but also in
terms of providing some of the mechanical equipment.

In terms of the report from May 6th, we have not yet seen a for-
mal report from our Embassy from their discussions with the
Ukrainians. It is one of those things that we follow very closely.
The Embassy, when they see a report like this, quickly goes to the
Ukrainian government to say, “What is going on here.”

As T said, we don’t yet have confirmation on the specifics here.
I will say that in some cases in the past that we have heard alarm-
ing press reports, and when we actually have the conversation with
the Ukrainian experts, it turns out to be something very different,
and in many cases less alarming than the original press reports
suggested. Thank you.

Mr. BEREUTER. Thank you. It will be interesting to know if this
is transitioning Ukraine, or if it started in Ukraine. But I will turn
to the gentleman from Florida for comments and questions that he
may have.

Mr. WEXLER. Thank you. I would be curious if you could share
with us based on your experience your advice and counsel as to
how in a place such as Ukraine, and it is not unique to Ukraine,
but in a place such as Ukraine, how does the United States maxi-
mize our ability to affect change in Ukraine?

The example, and I offer it not as a criticism, but the example
of Radio Liberty, Radio Free Europe, what is the—what is it actu-
ally?

Mr. PIFER. Radio Liberty is what broadcasts in Ukraine.

Mr. WEXLER. Okay.

Mr. PIFER. But it is partners with Radio Free Europe.

Mr. WEXLER. Okay. The example of the radio station suggests as
well intentioned as our policy is, and our goals are, that our ability
to effectuate them is fairly minimal. As I understand it the amount
of foreign investment from the United States in Ukraine is fairly
minimal.

The economic ability to affect change in a positive way is some-
what marginalized. They have more than 1,600 troops in Iraq
doing us a big favor. Where and how do we exercise any persuasive
authority at all?

And if I could ask just an unrelated issue. My understanding
when you were Ambassador, you worked very hard in terms of the
issue of restitution of religious communal property, and I thank
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you for that. I stand in great admiration of your dedication and
your efforts in that regard.

As I understand it, despite yours and some other people’s, the
current Ambassador’s efforts, the pressure on the Ukrainian gov-
ernment to adopt a more transparent process of returning some of
the communal properties has not yet been implemented in a way
that we had hoped.

And I was hoping that you could give us an assessment of the
status of the restitution of the communal and religious properties
of the Jewish community, and if you could do that, I would greatly
appreciate it.

Mr. PIFER. Thank you very much. In terms of the question on le-
verage, we try to maximize the tools that we have, while recog-
nizing that on a lot of these questions our influence is going to be
on the margin.

Again, in terms of deciding what kind of political system they are
going to have, in terms of deciding some of the questions, such as
does Radio Liberty operate, and will there be constitutional
changes, these are decisions that the Ukrainians are going to make
themselves.

But we do make this a regular feature of our diplomatic engage-
ment at all levels, and I can tell you over the last 6 months the
issue of democracy and looking toward those directions, has been
the number one issue in terms of how we talk to the Ukrainians.

And in terms of our communicating our concern that it is very
important that they get this election process right if they want to
see United States and Ukraine relations achieve greater momen-
tum, and if they want to move closer to Europe.

We also use assistance programs to try to maximize our leverage
by targeting ways that we can help plant the seeds for internal
change, for bottom-up change. And I think in some areas here we
are now beginning to see some success on the civil society side.

For example, when I was in Ukraine 3 weeks ago, I had the op-
portunity to meet with a roundtable of Ukrainian non-govern-
mental organizations, and it was really quite encouraging to hear
them talk about how they were going to monitor the election proc-
ess, and how they were going to ensure that apart from the fact
that there could be monitors from every candidate at each polling
station, that the Committee of Ukrainian Voters, which we pro-
vided significant resources to, are going to have an independent,
non-partisan observer, at every polling site.

So we are being able to generate some pressure from the bottom
up, and we have I think had some successes. If you go back to last
December, there were constitutional amendments passed that in
one provision would have taken the right to elect the Ukrainian
President away from the people, and given it to the Parliament.

I think there was a lot of resistance to that domestically, but the
U.S. Government was fairly critical of that, and I believe that we
had some impact in the February decision to drop that provision
from the Constitutional changes.

So I do believe that we have influence. I think the influence also
stems from the fact that the Ukrainian leadership wants to have
a good relationship with the West. They are more comfortable
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when their relations between the West and Russia have a degree
of balance.

And this gives us some leverage basically to press home the mes-
sage that if you really want to have a stronger relationship with
the West, and move toward the West, you need to have a stronger
record on the democracy side.

On the question of restitution of property, I don’t at this point
have the exact figures, but when I was there in my last year in
2000, we had been talking to the Jewish community in Ukraine
about trying to set some priorities.

And I believe at that point that they had a list of about 35 to
50 properties out of a total that I think was somewhat over 2,000.
And that was a combination of communal properties, but also pri-
vate properties.

Our suggestion at the time was to define the priority properties
for restitution, and also that we thought that it was probably easi-
er for the Ukrainian government to focus on communal properties,
as opposed to private property.

And my understanding, and unfortunately I can’t give you direct
numbers, but we can check and get back to you on this, is that in
fact in terms of most of the synagogues, those have now been re-
turned. So there has been good progress on that, although not as
fast as we would have liked to see.

But I would be happy to go ahead and check with our Embassy,
and I can get back to you with some specific numbers, because I
think this is a case where the Ukrainians are making progress.

[The information referred to follows:]

LETTER RECEIVED IN RESPONSE TO QUESTION ASKED BY THE HONORABLE ROBERT
WEXLER, A REPRESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

UNITED STATES DEPARTMENT OF STATE,
WASHINGTON, DC, JUNE 25, 2004.
Hon. ROBERT WEXLER,
Committee on International Relations,
House of Representatives, Washington, DC.

DEAR REPRESENTATIVE WEXLER: During the hearing on U.S.-Ukrainian relations
held by the Europe Subcommittee of the Committee on International Relations on
May 12, 2004, you asked Deputy Assistant Secretary Steven Pifer about the status
of religious groups’ communal and private property restitution in Ukraine. The issue
ﬁas been reviewed in order to provide you with the most up to date information we

ave.

With regard to communal property, in September 2002 the Cabinet approved an
action plan designed to return religious buildings to the religious organizations that
formerly owned them. An Interagency Commission has responsibility for settling
issues pertaining to the use of religious properties. The process of restitution in
Ukraine continues, albeit slowly.

According to the State Committee for Religious Affairs (SCRA), as of January 1,
2004, religious organizations in Ukraine were using 19,975 religious buildings. In
2003, 863 buildings, including 53 architectural heritage sites, were transferred for
ownership and use by religious organizations. Since independence in 1991 a total
of 8,776 properties have been returned to religious organizations.

On May 11, 2004 President Kuchma signed into law a bill on Approving the State
Program of Preservation and Use of Cultural Heritage Sites for 2004—2010. The pro-
gram envisages an inventory of cultural heritage sites, historical cemeteries and me-
morial sites and enhanced measures to preserve them.

Intra-communal competition for particular properties complicates the restitution
issue for both Christian and Jewish communities. The slow pace of restitution is
also a reflection of the country’s difficult economic situation, which severely limits
funds available for the relocation of the occupants of seized religious property. Al-
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though the program has made some progress, all of the major religions have out-
standing claims.

Various religious groups throughout the country have cited discrimination and de-
liberate delays in the restitution process at the local level. There are complaints
from the Kiev Patriarchate of the Orthodox Church, the Greek Orthodox Church
and the Moscow Patriarchate of the Orthodox Church. Jewish community represent-
atives report that some progress has been made, although restitution is proceeding
slowly. Additionally, different Jewish groups have laid competing claims to the same
property.

On April 29 the Interagency Commission recommended to Kharkiv Oblast Gov-
ernor Yevhen Kushnarev that the former Feinberg Synagogue be returned to the
Progressive Jewish Congregation headed by Rabbi Alexander Dukhovny. The syna-
gogue is currently being used as a hotel, with half the rooms for guests and half
rented to businesses. The governor is expected to sign the recommendation this
month. However, a heretofore unheard of educational-cultural Jewish organization
in Kharkiv has filed an appeal and competing claim to the former synagogue. To-
gether with necessary building renovations, this claim will undoubtedly delay the
restitution.

With regard to private property, Ukraine has no laws or decrees governing the
restitution of private property, nor has the Government made any proposals in this
regard. The most difficult aspect in the eventual restitution of private property
would be relocation of current inhabitants.

The U.S. Embassy in Kiev actively monitors restitution of religious property and
regularly meets with representatives of Ukraine’s religious communities in Kiev.

Sincerely,
PAuL V. KELLY, Assistant Secretary,
Bureau of Legislative Affairs.

Mr. PIFER. It is probably not as quickly, or is not being made as
quickly as the Jewish community in Ukraine would like to see. But
there is a degree of forward movement, although that tends to be
focused more on the communal property issue, as opposed to pri-
vate properties, where I think the Ukrainians feel that private
property restitution raises a big issue, because it is not of course
just a question of the Jewish community.

But it is also a question of many others who lost properties to
the communists over the last 80 years, and they really have not fig-
ured out a good way to come to terms with that.

Mr. BEREUTER. Secretary Pifer, thank you very much for your
testimony, and for I think very complete, and very helpful answers
to the questions that we presented to you. I am sorry that I did
not get a chance to meet you ahead of time and to have a brief con-
versation, and I hope perhaps that it might be convenient for both
of us if we had a discussion before we leave for Kiev.

Mr. PIFER. I would be happy to do it at your convenience.

Mr. BEREUTER. Thank you very much.

Mr. PIFER. Thank you.

Mr. BEREUTER. I would like now to call the second panel. We
may have votes soon and I would like to get underway, and we will
complete as much as we can before that happens.

Two distinguished persons. Dr. Anders Aslund, a former Swedish
Diplomat, has served in Kuwait, Poland, Geneva, and Moscow, and
now directs the Russian and Eurasian Program at the Carnegie
Endowment.

And also co-Directs Carnegie’s Moscow Centers, Project on Eco-
nomics of the Former Soviet States. He is the Chairman of the Eco-
nomics, Education, and Research Consortium, and Chairman of the
Advisory Council in the Center for Social and Economic Research
in Warsaw; and has served as Economic Advisor to the govern-
ments of Russia and Ukraine; an Adjunct Professor at Georgetown
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University, and been a Professor at the Stockholm School of Eco-
nomics.

I recall having you as one of the stimulating speakers at a couple
of Aspen Institute sessions quite some time ago. It is nice to see
you again.

Mr. ASLUND. Thank you.

Mr. BEREUTER. And Dr. Nadia Diuk, who serves as Director for
Central Europe and Eurasia at the National Endowment for De-
mocracy, a private, non-profit organization funded by the U.S. Con-
gress. We are well aware of its activities.

And its objective is to strengthen the democratic institutions
around the world. She has supervised and led projects throughout
Eastern Europe in the early 1990s, the Balkans and Belarus in the
mid-1990s, and is now working, as I understand it, toward the con-
solidation of democratic efforts in Russia, Ukraine, and the three
icates of the Southern Caucus region and the countries of Central

sia.

Prior to her appointment at NED, she taught soviet politics and
Russian history, and research associate to the Society for Central
Asian Studies in England, and Editor-in-Chief of the London-based
publication, Soviet Nationality Survey.

Both are authors, having authored important works. We appre-
ciate both of you taking time to testify today. Your entire state-
ments will be made a part of the record. Thank you for providing
them to us. You may summarize.

I would appreciate it if you could do it just to be sure that we
have enough time for questions, in maybe 7 or 8 minutes each. And
we will call on you in the order that I have introduced you accord-
ing to the schedule here. Dr. Aslund, you may proceed.

STATEMENT OF ANDERS ASLUND, PH.D., DIRECTOR, RUSSIAN
AND EURASIAN PROGRAM, CARNEGIE ENDOWMENT FOR
INTERNATIONAL PEACE

Mr. AsLUND. Thank you, Mr. Chairman. I would like to thank
you very much for this opportunity to speak on a very important
topic. In my view, there is no more important political event in Eu-
rope this year than the Ukrainian elections next October.

They amount to a clear-cut choice between democracy and dicta-
torship, as well as between a western and eastern geopolitical ori-
entation. The United States is well liked and highly influential in
Ukraine, and can do a great deal to influence that country’s choice.

I therefore very much welcome your forthcoming trip to Ukraine.
The main objective for United States policy on Ukraine should be
to support democracy. If only democracy is secured, Ukraine is
most likely to choose a Western geopolitical orientation.

I should mention that I first visited Ukraine in 1985 and I have
kept in close touch with the country ever since, and I worked as
an economic advisor to the Ukrainian government from 1994 to
1997.

And I think Ukraine’s economic development is really a key de-
velopment that we have seen in recent years. It is a profound eco-
nomic metamorphosis that occurred with the market reforms in
2000, that have really transformed the country from a stagnant
economy to a highly dynamic economy. For the last year Ukraine
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has enjoyed more than a 7 percent growth a year, and the growth
seems rather to be accelerating. This economy is rapidly becoming
more sophisticated and integrating into the world economy.

My contention is that with such a strong competitive market
economy, Ukraine needs to make very serious mistakes to fail. Un-
fortunately, that cannot be excluded, because its political system is
pretty retrograde. A few big businessmen or oligarchs control the
government, and the main media are in collusion with President
Kuchma.

But still that is much better than if you have a centralized secret
police that control the country. There is no comparison between
those two.

A few words about the Ukraine-Russia economic relationship
since you asked about it. In the 1990s, a vast economic relationship
was essentially about gas trade. Each year a few oligarchs shared
a few billion dollars at the expense of the governments and popu-
lations of those two countries.

Essentially this has ceased today. It was cleaned up by the en-
ergy reforms in Ukraine in 2000, and the change of Gazprom man-
agement in Russia in 2001. I don’t think it is a big issue, although
the gas trade remains nontransparent.

Instead, the main features of Ukrainian-Russian economic rela-
tions have been trade and investment. With the big liberalization
of the Ukrainian economy, substantial Russian direct investment
occurred in Ukraine, largely big Russian private groups.

Because of earlier market reforms in Russia and then in
Ukraine, the Russian companies have tended to be more commer-
cially and legally advanced than the Ukrainian competitors.

But by and large, I would argue that Russian investment in
Ukraine has been economically sound and socially beneficial. Trade
between Russia and Ukraine is another matter.

It has been troubled by freewheeling protectionism on both sides.
Formerly, Russia and Ukraine have a free trade agreement from
1993, but it has never worked. Whenever one company is successful
in exporting to the other country, the other country imposes arbi-
trary protectionist actions without being restrained by anything.

Russia, rather than trying to solve this problem, has proposed
one new trade arrangement after the other, but the problems have
remained. Last year, Russia came up with a nebulous new initia-
tive called Common Economic Space, and as you mentioned, de-
signed for Russia, Ukraine, Kazakhstan, and Belarus.

Controversially, the Ukrainian government signed this agree-
ment, and it was recently ratified by the Ukrainian parliament, but
it is not likely to mean very much, either positively or negatively.

The real problem is that there is no arbitration mechanism and
there is no penalty mechanism if somebody violates the free-trade.
In order to establish that mechanism, both Russia and Ukraine
need to join the WTO. That should be the focus.

And this other illusory trade agreement, I think that one can
pretty much ignore. Mr. Chairman, looking forward now to the
Presidential elections on October 31, I think that everybody thinks
that they will take place, and that they will be a watershed in mod-
ern Ukrainian history, almost comparable with national independ-
ence of December 1991.
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And the stakes are high. The two dominant candidates are now
apparent. The democratic center-right candidate will be former
Prime Minister Viktor Yushchenko, while current Prime Minister
Viktor Yanukovich represents the oligarchs.

In a free and fair election, Yushchenko is likely to win, but the
government is using all means to skew the election to the advan-
tage of its candidate. The resources that are being mobilized for
this presidential election are truly enormous.

The common assumption is that the total election funds will
amount to $200 to $300 million, and that is about as much as
President George Bush’s campaign fund, and this is being put up
by a limited number of big businessmen.

What we have seen this year, and which has already been dis-
cussed, is that the media have been subject to control, or more con-
trol. Ukraine has a large number of regional and local elections,
and each election seems to become more fraudulent than the last.

We are also seeing several special police forces that are being
used for repressive action. A few journalists and politicians die
under mysterious circumstances each year, mostly in traffic acci-
dents; alternatively, in purported suicides.

One of the most important players in the Ukrainian presidential
elections will be Russia. I think that we should see it as two parts.
One is the Russian government that will fully support the oligarchs
and Yanukovich, and vote against democracy.

On the other hand, we will have a Russian oligarchs, who have
rather too much trouble with President Putin at home, and are not
likely to support Mr. Putin’s candidate in Ukraine entirely, but
rather split their financial sources on a different side.

Turning to the U.S. role. Besides Russia, the United States has
persistently been the country that has devoted the greatest atten-
tion to Ukraine. The United States is well liked in Ukraine, and
every statement in Washington about Ukraine, such as this hear-
ing, is very carefully scrutinized in Kiev.

Ukraine has committed itself to democracy in a large number of
international agreements, notably to the OSC and the Council of
Europe, or some bilateral agreements with the U.N. The United
States can hold Ukraine to these agreements.

Sometimes, U.S. authorities protest when independent media are
being closed down, as the Deputy Assistant Secretary, Steven Pifer,
here discussed, but much more could be done at a higher level.

The Ukrainian government uses the State Tax Inspection as its
main agency of repression against businessmen who support the
opposition, and against media outlets. The U.S. frequently protests,
but more louder it could be done.

Both the U.S. and EU have protested sharply against the aggra-
vated malpractices in regional and local elections, and the Ukrain-
ian government does respond, but not fully to such protests.

In the presidential elections in October, the international election
observers are accepted, and this is not one of the main demands
of the opposition, but as many international observers possible can
take place.

The second aim of United States policy on Ukraine is in its inte-
gration into the West. Ukraine is already a member of most inter-
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national organizations. The three remaining ones are WTO, NATO,
and the European Union.

For the United States, the first interest should be to have
Ukraine accede to the WTO as soon as possible. The main out-
standing issue in general is the U.S. demand for stringent law on
intellectual property rights.

With little doubt, Ukraine will adopt this soon after the presi-
dential elections, regardless of who wins the election. Second——

Mr. BEREUTER. Dr. Aslund, I am sorry, but could you just give
us the last recommendations, please, as quickly as you could.

Mr. ASLUND. Yes. So let me just come to the bottom line that the
United States essentially has one dilemma in its policy to Ukraine,
and that is the choice between the relative importance of Ukrain-
ian troops in Iraq, and democracy.

Within the Ukrainian elite now there is a strong sense that it is
more important for the United States leadership that Ukraine has
sent troops to Iraq than what really happens in democracy.

And I think that answers your question about why isn’t the
United States more effective, because it is perceived that the
Ukrainian administration has provided what the United States Ad-
ministration wants most of all.

I think that is the essence here, the bottom line. This is the bal-
ance that needs to be addressed, and I think that is something that
you could do very well when you go to Kiev later. Thank you.

[The prepared statement of Mr. Aslund follows:]

PREPARED STATEMENT OF ANDERS ASLUND, PH.D., DIRECTOR, RUSSIAN AND
EURASIAN PROGRAM, CARNEGIE ENDOWMENT FOR INTERNATIONAL PEACE

Mr. Chairman, I would like to thank you for this opportunity to speak on an im-
portant topic. In my view, no political event in Europe this year is more important
than Ukraine’s presidential elections next October. They amount to two clear-cut
choices between democracy and dictatorship as well as between a Western and East-
ern geopolitical orientation.

The United States is well liked and highly influential in Ukraine. The U.S. can
do a great deal to influence that country’s choice. The main objectives for U.S. policy
on Ukraine should be to support democracy. If only democracy is secured, Ukraine
is most likely to choose a Western geopolitical orientation.

As a matter of disclosure, I first visited Ukraine in 1985 and have kept in close
touch with the country ever since. I worked as an economic advisor to the Ukrainian
government from 1994 to 1997, and I have continued to follow its economic and po-
litical development.

RECENT ECONOMIC AND POLITICAL DEVELOPMENTS

To make sense of recent developments in Ukraine, it is probably most illu-
minating to start with its economic metamorphosis. It is been transformed from
moribund to a highly dynamic economy which has undergone swift structural devel-
opments since 2000. For the last four years, Ukraine has enjoyed an average growth
rate of 7.3 percent a year, and growth seems to be accelerating. For the last year,
three other economic indicators are also telling. Industrial output surged by 16 per-
cent, machinebuilding output by as much as 36 percent and exports by a whopping
28 percent. The Ukrainian economy is not only dynamic, but it is also rapidly be-
coming more sophisticated and integrating into the world economy.

These recent economic developments stand in sharp contrast to the 1990s. Until
1999, Ukraine underperformed even other post-Soviet economies, while a handful of
tycoons or oligarchs made fortunes on government subsidies and regulations. In So-
viet times, Ukraine’s GDP per capita was slightly higher than Russia’s, but it has
slipped to less than half of Russia’s. Yet, eventually, macroeconomic stabilization,
liberalization and privatization took hold, and a market economy was formed. The
real breakthrough occurred in 2000, when a new government under Prime Minister
Viktor Yushchenko carried out momentous market reforms, slashing subsidies to
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oligarchs and leveling the playing field. Since then, Ukraine’s state budget has been
close to balance and inflation under control. About two-thirds of national income is
produced by private enterprises. Yushchenko’s deputy Yuliya Tymoshenko mini-
mized subsidies in energy. In revenge, the oligarchs ousted both of them after slight-
ly over a year. Even so, sound market economic reforms have continued. From this
year, a flat personal income tax of 13 percent has been introduced.

The whole nature of Ukraine’s business changed. Until 1999, Ukraine’s dominant
businessmen were shady commodity traders, who made more money on the govern-
ment than on the market. Today, these traders have been replaced by real compa-
nies. Ukraine’s four largest enterprises are healthy metallurgical corporations,
namely System Capital Management and the Industrial Union of Donbass in
Donetsk, as well as Interpipe and Privat in Dnepropetrovsk. Ukraine has compara-
tive advantages in steel production, and steel accounts for nearly 40 percent of
Ukraine’s exports. Light industry and food processing have developed well for years,
and trade has come of age. Recently, machinebuilding has taken off. Ukraine also
has an impressive computer programming sector. Many sound corporations of all
sizes are also flourishing on a competitive market, although the bureaucracy is
deeply corrupt and the rule of law not very stringent.

My contention is that, with such a strong competitive market economy, Ukraine
needs to make very serious political mistakes to fail. Unfortunately, that cannot be
excluded. Whereas the economy is modernizing at great speed, the political system
is pretty retrograde.

To understand Ukraine’s economy and politics, one must comprehend its oligar-
chic groups, which remain the political and economic base of the country. The three
most important oligarchic groups are regional: the Donetsk group, the
Dnepropetrovsk group and the Surkis-Medvedchuk group in Kiev. These groups are
both economic and political. At present, the strongest group by far is the Donetsk
group. Its leader is Rinat Akhmetov, a businessman who owns System Capital Man-
agement, Ukraine’s biggest corporation, focusing on metallurgy. Prime Minister
Viktor Yanukovich and the Deputy Prime Ministers for energy and finance also hail
from the Donetsk group. Its parliamentary faction, the Regions, has some 65 mem-
bers out of a total of 450. The second most important group is the Dnepropetrovsk
group, whose business leader is Viktor Pinchuk, who owns the metallurgical com-
pany Interpipe. Its party, Labor Ukraine, has about 40 parliamentarians and is led
by the Chairman of the National Bank, Serhiy Tyhypko. Pinchuk owns three TV
channels. The Kiev businessman Hryhoriy Surkis and President Kuchma’s chief of
staff Viktor Medvedchuk form the third group, which is much more state-oriented.
Unlike the other groups, it has not developed normal private enterprises as yet.
Medvedchuk controls the three biggest TV channels, and he plays a great role in
law enforcement. Their United Social Democratic Party comprises some 40 parlia-
mentarians. President Leonid Kuchma rules by playing off these and other less im-
portant oligarchic groups against one another.

Ukraine is a country in swift development, and the transformation of the oligar-
chic groups might be seen as one of the keys to development. Privatization and the
leveling of the playing field means that in both Donetsk and Dnepropetrovsk enter-
prises have becoming more independent from one another, and they have become
competitors. They are also facing competition from other groups, which are inde-
pendent or support opposition parties. Therefore, their status as oligarchic groups
is becoming tenuous, but they still have their political parties, which hold about half
the seats in parliament and the government, and they control media, too. Although
they are rivals, they still gang up against the democratic opposition. Moreover, the
Surkis-Medvedchuk group is hardly modernizing, but rather digging into the state
administration, notably law enforcement.

The Ukrainian parliament is a rather curious creation. Virtually all of Ukraine’s
businessmen are members of the parliament, which serves as their meeting place.
It is frequently stated that about two-thirds of the Ukrainian parliamentarians are
dollar millionaires, and the Ukrainian parliament might actually appear more remi-
niscent of the New York Stock Exchange than the U.S. Congress. One reason for
all these businessmen sitting in parliament is that parliamentarians enjoy legal im-
munity, but their often large corporate interests mean that they are easily subject
to repression from various state inspections of their enterprises. Another reason for
their presence in parliament is that government interference in business remains
excessive.

Ukraine possesses a strong and reasonably well-organized political opposition. The
democratic opposition is mobilized around West-oriented former Prime Minister
Viktor Yushchenko, who leads the center-right bloc Our Ukraine, which holds just
over 100 out of the 450 seats in the parliament. In addition, the like-minded block
of Yuliya Tymoshenko and the Socialist Party of Olexander Moroz have about 40
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more seats. The eight oligarchic party factions supporting President Leonid Kuchma
can barely mobilize a majority. The communists hold 65 seats, and independents
hold the balance.

In the latest parliamentary elections in March 2002, no less than 70 percent of
the votes went to the opposition to Kuchma in the proportional part of the elections.
The oligarchs succeeded in getting almost half the seats through elections in one-
man constituencies, where money plays a greater role. Surprisingly, the oligarchic
parties have legislated a political reform this year. They have adopted a new elec-
toral law, which makes the next parliamentary elections in 2006 entirely propor-
tional, which will presumably undermine the oligarchic representation, while rein-
forcing the center-right and communist parties.

Another intended part of the political reform proposed by the oligarchs was to re-
duce the power of the President, while enhancing the power of the Prime Minister
and the Parliament. The obvious purpose was to reduce the power of the President,
in case the next president would not be the oligarchs’ man. Their apparent assump-
tion that they might lose the presidential elections underscores that these elections
are a real opportunity for the opposition. In spite of an alliance with the socialists
and the communists, who favor a parliamentary system out of principle, the
oligarchs failed to mobilize the required two-thirds majority, as Our Ukraine and
the Bloc of Yuliya Tymoshenko opposed the amendment to the Constitution.

President Kuchma persuaded the Constitutional Court to give him the right to
run as a presidential candidate for a third time although the Constitution allows
for only two five-year terms. The excuse was that the Constitution was adopted in
1996, two years after Mr. Kuchma’s first election. Even so, it appears unlikely that
Mr. Kuchma will try to run again, because a solid majority opposes him. His opinion
poll rating does not reach higher than 7 percent.

THE SIGNIFICANCE OF THE UKRAINE-RUSSIA ECONOMIC RELATIONSHIP

Russia is a natural benchmark for all discussions about Ukraine. The countries
are similar in many ways, both in their history and in their current development.
After communism, both have undergone an oligarchic phase. In Ukraine it still
lasts, while it has ended with the reinforcement of the state in Russia. Because of
earlier reforms, Russia has a stronger economy.

In the 1990s, the relationship between Russia and Ukraine was dominated by the
gas trade, which consists of Ukraine’s importation of natural gas from Russia and
the large Russian transit of natural gas through Ukraine’s pipelines to Europe.
Each year, a small number of Russian and Ukrainian gas traders made a few billion
dollars on this trade at the expense of their governments and populations. After the
Ukrainian energy reforms in 2000 and the change of management of Russia’s gas
monopoly company Gazprom in 2001, these malpractices have been brought under
control. While the trading arrangements are still nontransparent, their implications
are much less damaging.

The main features of Ukrainian-Russian economic relations have instead become
trade and investment, while pipelines remain important. With the big liberalization
of the Ukrainian economy, large foreign investment occurred in Ukraine, primarily
from big private Russian business groups. In particular, four different Russian oil
corporations bought four large Ukrainian oil refineries, and two large aluminum
companies were also purchased. More recently, Russia’s two largest mobile phone
companies have bought the two leading mobile phone companies in Ukraine, and
two different Russian groups have been buying up Ukrainian public utilities. By and
large, Russian investment in Ukraine has been economically and socially beneficial.
Because of earlier market reforms in Russia than in Ukraine, the Russian compa-
nies have tended to be more commercially and legally advanced than their Ukrain-
ian competitors, and they have greatly helped the revival of the Ukrainian economy.
The oil companies are a case in point. They have sharply raised production at the
Ukrainian refineries, developed a network of modern gas station, and they have
driven down gas prices through competition.

The trade relationship between Russia and Ukraine has been troubled. Ukraine’s
share of trade with Russia has persistently fallen and has now reached one quarter
of Ukraine’s foreign trade. Part of this decline has been an economically justified
adjustment, but part of it has been caused by mutual protectionism. Formally,
Ukraine and Russia are supposed to have free trade with one another according to
an agreement between all twelve members of the Commonwealth of Independent
States from 1993. In reality, free trade has frequently been violated. Whenever
Ukrainian enterprises were particularly successful in their sales to Russia of, for in-
stance, steel pipes, vodka or chocolate, Russia raised severe trade barriers. Ukraine
did the same to successful Russian exporters to Ukraine. The problem with the CIS
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trade arrangement is that it contains no arbitration or penalty mechanism, so the
agreements are not really implemented. Rather than trying to solve this problem,
Russia has proposed one new trade arrangement after the other, which have re-
mained little but formalities. Ukraine has regularly turned these initiatives down.

Last year, however, Russia came up with a new nebulous initiative called a Com-
mon Economic Space, designed for Russia, Ukraine, Kazakhstan and Belarus. Ini-
tially, it is supposed to be a free trade area, and then to become a customs union,
and ultimately even a currency union. The Ukrainian public and government were
divided over this new agreement. The dominant faction in the government decided
to adopt it, and it was recently ratified by the Ukrainian parliament. The govern-
ment argued that it was important for political relations with Moscow, that it would
facilitate trade with Russia, and that it would not harm Ukraine’s Western integra-
tion. The opposition and a minority within the government opposed the agreement’s
far-reaching plans and feared that it would block Ukraine’s integration with Europe,
the WTO and NATO. The immediate effect has been a substantial increase in
Ukrainian exports to Russia by 30 percent last year, as the Russian and Ukrainian
economies are being reintegrated. This is especially true of the swiftly expanding
machinebuilding industry.

To solve their problems with mutual trade, however, both Russia and Ukraine
need to join the World Trade Organization (WTO). The WTO possesses the nec-
essary trade agreements and an arbitration mechanism, and it can pass deterring
penalties. Both applied for membership in the WTO in 1993, but for many years
neither country pursued WT'O membership seriously. Now, both countries are close
to joining. The Common Economic Space idea has been a serious distraction, but
since it does not solve any problems in principle, both countries have as great a
need for WTO membership. If Ukraine would join the WTO before Russia, it would
be able to resolve all its trade problems with Russia, because Russia would then
have to negotiate with Ukraine to gain WTO membership.

THE OUTLOOK FOR UKRAINE AFTER THE PRESIDENTIAL ELECTIONS

Hardly anybody doubts that the presidential elections on October 31 will take
place and be a watershed in modern Ukrainian history. It is commonly recognized
as the most important political event since Ukraine’s national independence in De-
cember 1991. The stakes are high:

e Democracy or authoritarian rule;
e Russian or Western geopolitical orientation;
e Cleaning up of Ukraine’s pervasive corruption;

At present, the two dominant candidates are likely. The democratic center-right
candidate will be former Prime Minister Viktor Yushchenko, who is the Chairman
of the Center-right bloc Our Ukraine. He will most likely be supported by the Bloc
of Yuliya Tymoshenko as well. Together these two political forces represent about
one-third of the popular vote. Yushchenko’s main opponent will be Prime Minister
Viktor Yanukovich, who is the leading politician from Donetsk. Yanukovich was re-
cently nominated as the candidate of all the oligarchic factions, which gathered the
support of one-quarter of the electorate in the last parliamentary elections. In addi-
tion, the communist leader Petro Symonenko is likely to run as always, with a
steady electorate of barely twenty percent. Other candidates will be minor. The real
drama will presumably be a duel between Yushchenko and Yanukovich. So far,
Yushchenko is far ahead in all opinion polls, but Yanukovich is gradually catching
up. In a free and fair election, Yushchenko is likely to win, but the government is
using all means to skew the election to the advantage of its candidate. The only way
in which Yanukovich can win is by credibly depicting Yushchenko as an extreme
Ukrainian nationalist.

In their political activities, the regime-friendly oligarchs are driven by several con-
cerns. Partly, they are defensive. They are all worried about losing their booty if
a new government comes in, and they fear retribution. They suspect that they would
lose out to big businessmen who are supporting the opposition, being well aware of
how much hardship they have caused their enemies. Yushchenko has tried to con-
sole them with public statements that no revenge will be taken and that no redis-
tribution of property will ensue. Partly, they are offensive. Some oligarchs hope to
continue benefiting from state largesse and property, but that does appear less im-
portant. In short, the oligarchs prefer to have a state that serves as their client,
and they have little interest in democracy.

The resources that are being mobilized for the presidential elections are truly
enormous. A common assumption is that the total election funds will amount to
$200-300 million, that is, more than President Bush’s current election campaign, al-
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though Ukraine’s GDP in current dollar comprises merely half a percent of the U.S.
GDP. This money will largely be put up by big businessmen in Donetsk and
Dnepropetrovsk. In order to deter businessmen from providing financing to the op-
position, the State Tax Inspection and the state prosecutors often undertake selec-
tive actions against such businessmen.

Two oligarchs control Ukraine’s six main television channels, leaving little media
for the opposition or independents. Foreign radio stations—the BBC World Service,
Radio Free Europe/Radio Liberty and Voice of America—still play a vital role in
Ukraine. The best current information is provided by internet sites, often supported
by Western financing. One independent media outlet after the other has been closed
down. Various excuses have been used, such as licenses, tax violations and excessive
libel penalties. The government’s domination over media is tempered by a solid pop-
ular distrust of, and disinterest in, official media. Ukrainians are well aware of their
government trying to manipulate them.

In the parliamentary elections in March 2002, there were many irregularities, but
the ultimate results appear to have been reasonably representative in most of the
country. The big exception was the Donetsk region, where vote rigging was blatant.
The fear is that the “Donetsk model” will be applied in the whole country this time
around. Ukraine has a large number of regional and local elections, which are
spread out over time. The authorities appear to try to manipulate them ever more,
by disqualifying opposition candidates, prohibiting the public appearance of opposi-
tion candidates, or through fraudulent vote counts. It appears as if they are intent
on systematically denigrating elections so that fraud becomes the standard by the
time of the presidential elections.

The regime is by all kinds of innovative means trying to stop the opposition from
holding meetings. The utilization of public premises is widely blocked, and even
electricity is being turned off. A number of special police forces are being used for
a variety of repressive actions. A few journalists and politicians die under mys-
terious circumstances, mostly in traffic accidents or purported suicides, each year.
Although the methods are crude, the repression is comparatively mild, and it does
not deter the opposition or the population much.

One of the most important factors in the Ukrainian presidential elections is Rus-
sia. In the parliamentary elections in March 2002, President Putin and his chief of
staff engaged personally in publicized meetings with the leading oligarchic rep-
resentatives and the communist leader. At present, official Russian media are over-
whelmingly positive on Prime Minister Yanukovich, the leading oligarchic can-
didate, and highly critical of Yushchenko and Our Ukraine. The official Russian po-
sition will have significant influence in Russophile eastern Ukraine. In the last elec-
tions, Russian political advisors played a major role, but to judge from the election
results their utility appears to have been muted. Russia can use all kinds of means
to influence the outcome of the presidential elections. Given the regression of democ-
racy in Russia, Russia is unfortunately likely to oppose democracy in Ukraine. Rus-
sian businessmen active in Ukraine will also play a major role in the elections, but
their role is not obvious. In the last elections, they tended to support individual can-
didates belonging to different parties, making sure that they had reliable lobbyists
in different factions. This time around, they are likely to be pressured by the Rus-
sian government to support the oligarchic candidate, but, given the current Russian
government campaign against big businessmen in Russia, their real interest might
be to limit the influence of the Russian state in Ukraine. Therefore, the Russian
businessmen might be the wild card in the forthcoming Ukrainian elections.

Until recently, Russia appeared more democratic than Ukraine, but today democ-
racy appears to have much better odds in Ukraine than in Russia. Ukrainian media
are far worse than Russian media, and the methods of repression in Ukraine are
somewhat cruder than in Russia. Even so, Ukrainian society appears more open
than Russian society. The fundamental reason is that Russian power has been con-
solidated in the centralized law enforcement apparatus. That is not true of Ukraine.
Ukrainian state power is not yet consolidated in the security police, because Presi-
dent Kuchma has skillfully played off various groups against one another. The oli-
garchic groups remain politically much stronger in Ukraine, and their system is
quite competitive. Another contrast to Russia is that the Ukrainian opposition is
strong and structured. Nor are Ukrainians taken in by government-controlled
media. Furthermore, Ukraine does not suffer from any imperial hangover, and it is
much closer and largely sympathetic to the West. At present, Ukraine may be de-
scribed as semi-democratic in the sense that the opposition has a real chance of win-
ning the presidential elections, but we can harbor no illusion that the elections will
be free and fair. There is a substantial chance that these elections will mark
Ukraine’s definite democratic breakthrough. That is what the U.S. should work for.
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Economically, the outlook appears much more obvious. Ukraine is on a great
growth trajectory of about 8 percent a year. Its growth is based on private owner-
ship, macroeconomic stability, competitive domestic markets and an open economy.
Ukraine is swiftly being integrated into the world economy. Very serious mistakes
have to be made to stop this economic growth, which is characteristic of the post-
Soviet region.

Usually, corruption falls with economic growth, more open government, increasing
foreign trade and democracy. If Ukraine becomes a full-fledged democracy, corrup-
tion is likely to decline faster than if it becomes more authoritarian, but because
of the strong economic growth corruption is likely to dwindle in any case.

THE CURRENT STATE OF U.S.-UKRAINE RELATIONS

Beside Russia, the U.S. has persistently been the country that has devoted the
greatest interest to Ukraine. The Unites States is well liked in Ukraine, and every
statement in Washington about Ukraine, such as this hearing, is carefully scruti-
nized in Kyiv. For the U.S., a great deal is at stake. Two aspects of Ukraine’s cur-
rent developments are of fundamental importance to the United States.

1. Will Ukraine become a democracy or an authoritarian state?

2. Will Ukraine integrate with the West or not?

The U.S. can do a great deal in both regards. Ukraine is tied to democracy
through a large number of international agreements, notably to the United Nations,
the Organization of Security and Cooperation in Europe (OSCE) and the Council of
Europe. Publicly, the Ukrainian government strongly professes the values of democ-
racy, and it has repeatedly committed itself to such values in agreements with the
U.S. The U.S. can and should insist on the Ukrainian government honoring all its
international commitments with regard to democracy.

a. Sometimes, U.S. authorities protest when independent media are being closed
down, but it could be done more firmly and at a higher official level.

b. The Ukrainian government uses the State Tax Inspection as its main agency
of repression. Businessmen who support the opposition have been extensively inves-
tigated and harassed. The U.S. Ambassador to Kyiv, John Herbst, has rightly pro-
tested, but again these abuses should be given more high-level attention.

c. Both the U.S. and the EU have protested sharply against the aggravated mal-
gractictgsl in regional and local elections, but again more high-level attention would

e useful.

d. The big test will be the presidential elections on October 31. International elec-
tion observers are accepted. The U.S. can do a great deal to make sure that the ac-
tual elections are free and fair.

In the course of this year, little is as important in U.S. policy on Europe as democ-
racy in Ukraine.

The second aim for U.S. policy on Ukraine is its integration into the West.
Ukraine is already a member of most international organizations, including the
IMF, the World Bank, the OSCE and the Council of Europe. The three remaining
organizations of relevance are the WTO, NATO and the European Union.

a. For the U.S., the first interest is to have Ukraine accede to the WTO as soon
as possible. Few obstacles remain. The main outstanding U.S. demand is that
Ukraine adopt a new and more stringent law on intellectual property rights. With
little doubt, Ukraine will adopt such a law after the presidential elections regardless
of their outcome. Second, the U.S. should recognize Ukraine as the market economy
it is, which is of importance for how the U.S. treats Ukraine in anti-dumping dis-
putes. Third, strangely, the Jackson-Vanik Amendment to the U.S. Trade Law of
1974 about the freedom of Jews to emigrate from the Soviet Union still applies to
Ukraine, although it is not the Soviet Union and Jews have no complaints about
any problems emigrating from Ukraine. This anachronism should just be abolished.

b. Ukraine has a close cooperation with NATO, which is likely to proceed further.
In March 2003, the oligarchic majority in the Ukrainian parliament, with partial
support from Our Ukraine, voted for sending some 1,600 Ukrainian troops to sup-
port the U.S. in Iraq. President Kuchma’s obvious purpose was to improve Ukraine’s
poor relations with the U.S. The troop presence in Iraq is very unpopular in
Ukraine, and several Ukrainian soldiers have died. Ukrainian troops participate in
various peacekeeping efforts in former Yugoslavia, as well.

c. Since 1996, Ukraine has officially asked for membership in the European
Union, but it has been cold-shouldered by the EU. Yet, the democratic opposition
is much more committed to its “European Choice” than the government is. Recently,
the President of the European Commission, Romano Prodi, repeated his statement
that the EU has no plans for letting Ukraine become a member of the EU. Although
Ukraine is now the neighbor of three EU countries (Poland, Slovakia and Hungary),



32

it has a minimum of agreements with the EU. In particular, its trade access to the
EU is very limited, as Ukraine primarily exports such sensitive goods as steel, foods,
chemicals and textiles. Moreover, the possibilities for Ukrainian citizens to travel
west have been sharply reduced with the enlargement of the EU to countries that
previously did not require visas for Ukrainian citizens. It would be desirable that
the EU open its markets to Ukraine through a free trade agreement, but a natural
EU demand is that Ukraine first become a member of the WTO.

Regardless of other policies, the U.S. needs to help build up a cadre of well-edu-
cated Ukrainians who understand Western economies and politics. For this purpose,
a larger number of scholarships need to be given for doctoral degrees at U.S. univer-
sities.

Oddly, the U.S. administration has devoted great attention to whether an unused
small pipeline from Odesa in southern Ukraine to Brody in western Ukraine will
be utilized in that direction, or whether it will be turned around, taking Russian
oil from the north to the south instead. Given that Ukraine has a sound competitive
oil market, this does not appear to be a question of major U.S. interest.

The current dilemma in U.S. policy toward Ukraine may be sharpened as a
choice, on the one hand, between the relative importance of Ukrainian troops in
Iraq, and democracy in Ukraine, on the other. Recently, President George W. Bush
wrote a letter to President Leonid D. Kuchma, thanking him profusely for sending
Ukrainian troops to Iraq. Meanwhile, mid-level State Department officials are com-
plaining about a variety of abuses of democracy in Ukraine. No observer can draw
any other conclusion than that troops in Iraq supersedes everything else. This bal-
ance in U.S. policy toward Ukraine needs to be redressed.

Mr. BEREUTER. Thank you, Dr. Aslund. You have given me part
of my responsibilities, I think. Dr. Diuk, please proceed. Your en-
tire statement will be made a part of the record.

STATEMENT OF NADIA DIUK, PH.D., DIRECTOR, EUROPE AND
EURASIA PROGRAM, NATIONAL ENDOWMENT FOR DEMOC-
RACY

Ms. Diuk. Thank you. Mr. Chairman, and Members of the Com-
mittee, Subcommittee. I welcome the opportunity to be here today
to comment on the topic of the hearing, and I would also like to
thank you, Mr. Chairman, and all of the Members of the Com-
mittee for your continuing support of the National Endowment for
Democracy over the years.

I have submitted my extended remarks for the record, and so I
will try to keep within the time limit. I will focus on the main
event in Ukraine’s immediate future, and which the entire inter-
national community will be watching, the election for the post of
President of Ukraine.

Concerns about the conduct of these elections are very well ex-
pressed in the concurrent resolutions recently introduced in the
House and Senate, for which we thank you very much, and this is
recommended reading for anyone who is interested in Ukraine.

The upcoming elections have already determined much of what
has happened in Ukraine over the past year. The elections are just
the tip of an iceberg, which represents a huge systemic problem.

Ukraine’s ruling elite is still largely made up of the same people
who ran the country under the communist system, and who were
able to transform themselves into the leading politicians of the
newly independent State, and have managed to hang on to that
power until now.

Access to the instruments of power have made many of these
people very rich, and in some cases crimes, both large and small,
that would be investigated and prosecuted if rule of law existed,
have been covered up.
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But the major problem today is that the ruling elite does not
want to give up its control over government and Ukraine’s re-
sources. I would like to just highlight four points since much of this
has already been discussed here on the current political develop-
ments in Ukraine.

First is the issue of political reform, or the so-called politreforma
as it is called in Ukrainian, which began in earnest at the time of
the March 2002 parliamentary elections, when some 75 percent or
so of Ukraine’s electorate voted against the parties allied with the
President.

And it became clear to the political elite that manipulating fu-
ture elections was not going to be easy. Many of the political devel-
opments that have ensued since then come from that under-
standing.

The essence of this reform was—if they couldn’t win the elec-
tions—to redistribute executive power, to shift power, particularly
authority over the power ministries, away from the presidency to
the prime minister; and then to do away with the direct election
of the President, and to change the election of members of par-
liament to a completely proportional partyless system.

And with all of these elements together, particularly in the
hands of the ruling elite, you can see that there would be a funda-
mental change in the power distribution within the State.

A bill that would have eliminated the direct vote for the Presi-
dent was narrowly defeated on April 8th. In amongst all of the tur-
moil of the political reform, President Kuchma also managed to get
the constitutional court to approve his own candidacy for a third
term, thus adding another unpredictable element into the presi-
dential election mix.

Second, the media in Ukraine continues to come under pressure.
I think Ambassador Pifer outlined very well the situation and the
differences between the electronic media and the press media.

I would just like to highlight that it was very interesting when
the Ukrainian service of Radio Liberty was taken off the air both
on AM and FM, that it not only deprived people of objective polit-
ical coverage in a run up to the elections, but it also coincided with
the beginning of the trial of former Ukrainian Prime Minister
Pavlo Lazarenkok for laundering millions of dollars of stolen money
through United States bank accounts, which began around about
that time in San Francisco. Just a coincidence obviously.

Another major independent broadcaster mentioned here before,
which actually rebroadcasts Voice of America, Radio Kontynent,
was closed, its assets seized, with the owner fleeing Ukraine in fear
of his life.

I would just like to mention a couple of more points on that
issue. The flagship of independent Internet publishers, Ukrains ’ka
Pravda, whose founder and Editor-in-Chief, Heorhiy Gongadze, was
found decapitated in November 2000, is once again under pressure
from a court case emanating from the President’s administration,
something that I hope that you will take into account when you
make your visit to Ukraine, to inquire about that.

The system of controlling the media through temnyky, or theme
directives issued from the President’s administration, continues.
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They are issued daily and explain to the press how they are to re-
port and spin the news.

Intimidation of the opposition continues. I would just like to
highlight the incident where the son of one of Ukraine’s foremost
independent trade unionists, Mykhailo Volynets, was very severely
beaten.

This was a new tactic, threatening the families with physical vio-
lence, of members of the opposition in an attempt to unnerve and
intimidate.

The fourth point, about which much has been said. The bizarre
and troubling events around the election at Mukachevo. The viola-
tions there were very outlandish, and included skinhead thugs
beating up members of parliament.

They smashed up some of the polling stations, and in the end the
ballot papers were actually stolen after the close of voting, which
is not something that one would expect from a country expecting
to enter European Union membership sometime soon.

But why should we worry about Ukraine when there are other
countries in the post-Soviet region where the situation is far worse?
Well, it is precisely because Ukraine is a country where there are
real prospects for the development of democracy.

The Ukrainian parliament, the Verkhovna Rada, of all of the
parliaments in the region, is a unique forum, where different posi-
tions and points of view are discussed and political struggles are
fought out.

Ukraine has real political parties, and it has thousands of non-
governmental organizations which work on a whole variety of so-
cial, humanitarian, and also political issues, and these are the
backbone of Ukraine’s emerging civil society.

In my extended remarks, I have a little more about that. Signifi-
cance of the upcoming presidential elections. Well, a lot has been
said about this already, but it has not only domestic significance,
but also an impact on Ukraine’s international relationships.

For example, as has been pointed out, Ukraine is in the middle
of a foreign policy flip-flop as I would call them, which are char-
acteristic of the Kuchma presidency. This one concerns the signing
of the Single Economic Space agreements.

Some members of the opposition have condemned this as an at-
tempt to recreate Russian control over Ukraine. Others have just
stated the obvious, that this set of alliances is contradictory and in-
compatible with Ukraine’s declared intention to comply with the re-
quirements to bring it in line with EU membership.

But then again, President Kuchma has just recently said there
is no need for Ukraine to hurry toward Europe, and he constantly
makes these contradictory statements. And it is true that Ukraine’s
troops are the fourth largest contingent in the coalition of forces in
Iraq at the moment, this decision was also the result of factions
fighting at the top, and was never open to public debate.

It is true that Ukraine’s leadership has benefited from the pres-
tige value of participating in the coalition, because it is helping to
erase the memory of all of the unresolved issues that were laid out
here today.

Ukraine’s population, however, is in the dark about why Ukrain-
ian troops are in Iraq. A glimpse of what might lie in the future:
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Prime Minister Yanukovych, one of the candidates for the election,
recently said that if Ukraine is not allowed to participate in the re-
construction of Iraq, then maybe consideration should be made or
given to withdrawing the troops.

I have some recommendations which have been repeated many
times before by various other international bodies, but just a couple
of final thoughts.

There has been a lot of discussion and soul-searching in Wash-
ington, and throughout this country, over the past few months
about values; the values of democracy, American values, and the
values of simple human decency.

And my hope is that while continuing to stress that the process
is important, which is always the official United States message at
the time of an election, that we also expend more effort on all lev-
els with the Ukrainians to emphasize the importance of values and
to evaluate the main players ourselves accordingly.

And those of us who watch Ukraine closely are often told that
there are good forces and bad forces around President Kuchma,
and that he is not always free to act the way that he would like
to.

Well, these protestations are all very well and good, but it is time
for all right-thinking citizens of Ukraine to realize the tremendous
responsibility that each has for the future of their country in the
next few months. And we all wish them well, and wish for the best.
Thank you very much.

[The prepared statement of Ms. Diuk follows:]

PREPARED STATEMENT OF NADIA DIUK, PH.D., DIRECTOR, EUROPE AND EURASIA
PROGRAM, NATIONAL ENDOWMENT FOR DEMOCRACY

Mr. Chairman and Members of the Sub-Committee:

I welcome the opportunity to be here today to comment on the topic of the hearing
“Ukraine’s Future and United States Interests.” And I would also like to thank you
Mr. Chairman and all of the members of the Committee for your continuing support
for the National Endowment for Democracy over the years.

I would like to focus on the main event that looms in Ukraine’s immediate future,
and which the entire international community will be watching—the election for the
post of President of Ukraine scheduled for October 2004. Concerns about the con-
duct of these elections are very well expressed in the concurrent resolutions recently
introduced in the House and Senate under the title “Urging the Government of
Ukraine to Ensure a Democratic, Transparent, and Fair Election Process for the
Presidential Election on October 31, 2004.”

The upcoming elections have already determined much of what has happened in
Ukraine over the past year, as the state authorities and the opposition and pro-
democratic forces engage in an ongoing struggle in the political sphere, media, busi-
ness and civil society as a whole. The elections are the tip of an iceberg, which rep-
resents a huge systemic problem: Ukraine’s ruling elite is still largely made up of
the same people who ran Ukraine under the Communist system. They were able to
transform themselves into the leading politicians of the newly independent state,
and have managed to hang onto that power until now. Access to the instruments
of power has made many of these people very rich and in some cases crimes both
large and small that would be investigated and prosecuted if rule of law existed,
have been covered up. Ukraine’s record has not been all bad, particularly in the pro-
western foreign policy orientation pursued in the 1990s; in the mid-1990s Ukraine’s
media was relatively free if somewhat unsophisticated, and it should be remembered
that Ukraine was the first post-Soviet state where there was a peaceful transfer of
power from one president to another in 1994. But the major problem today is that
this group does not want to give up its control over government and Ukraine’s re-
sources. It does not want to submit to an open and fair process that would allow
the citizens of Ukraine to express their will as to who should represent them in gov-
ernment.
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Distilled down to the basics, the struggle between the ruling elite and its sup-
porters and those who seek to challenge the old order with a new vision for Ukraine
will be played out in the candidacies of the current Prime Minister, Viktor
Yanukovych, who has been nominated as presidential candidate by the pro-presi-
dential side and the acclaimed leader of the opposition, Viktor Yushchenko, leader
of a coalition of democratic political parties “Our Ukraine.” There are of course
many shades of grey in between these two positions and there will be other can-
didates, but according to the last independent opinion polls, if the presidential elec-
tion were to have taken place one month ago, the result in the second round run-
off would have been a Yushchenko victory with 36.4 percent with Yanukovych at
32.8 percent.

CURRENT POLITICAL DEVELOPMENTS IN UKRAINE

Ukraine today is a country whose future is hanging in the balance between east
and west, between democracy and authoritarianism, and where the country is deep-
ly divided between a political culture which is increasingly polarized and a civil soci-
ety that is moving forward and has made significant advances in the past few years
in its level of sophistication and readiness to act as a counterweight and check on
the exercise of executive power. It is a society hovering on the edge of a deep crisis,
where the next few months promise to show us a pitched battle between the au-
thorities who are determined to crush all efforts to have free and fair elections and
those within civil society who share the profound aspiration that Ukraine should fi-
nally join the democratic community of nations, but who are at a huge disadvantage
in terms of resources and support.

This struggle began in earnest at the time of the March 2002 parliamentary elec-
tions, when some 75 percent of Ukraine’s electorate voted against the parties allied
with the president. Although, the opposition was outmaneuvered when it came to
the distribution of functions within the parliament, it was clear that manipulating
future elections was not going to be easy. In the wake of this revelation several ini-
tiatives were launched, emanating mainly from the president’s allies in parliament,
to explore the redistribution of executive power. The main elements of the proposed
political reform—or so-called politreforma—were 1) to shift power, particularly au-
thority over the power-ministries, that is the Ministries of Defense, Interior, Fi-
nance and Industry from the presidency to the Prime Minister and his cabinet, 2)
to do away with direct election of the president and go to a parliamentary-presi-
dential system where the parliament elects the head of state, and 3) to change the
election of members of parliament to a completely proportional, party-list system,
from the current mixed system.

Such fundamental changes to the distribution of power in Ukraine can be accom-
plished only through a change in the constitution, which requires the agreement of
the Constitutional Court, passage through parliament and a two-thirds majority
vote. Several politicians have introduced a number of different bills over the past
six months, which include these and other changes. Some of these bills have contra-
dicted the Ukrainian Constitution according to Western experts who have examined
them, but the main effect on the population of Ukraine has been to create a great
deal of confusion as who supports which bill and why, and what the ultimate result
of the reform might be. The entire debate on changing the constitution and system
of government has been conducted in the absence of objective reporting in much of
the media, which has represented mainly the one-sided arguments of the govern-
ment authorities. In fact, public opinion polls show that 18.3 percent of Ukraine’s
adult population believes that “the topic of reforms was constantly in the news, but
there was absolutely no discussion with concrete arguments for and against.”

A bill that would have eliminated the direct vote for the president met with a tur-
bulent passage through the parliament, which included tragi-comic scenes played
out in the parliament in December 2003 such as the sabotage of the automated vot-
ing system and many extra-procedural moves by the parliament’s leadership. It was
finally defeated on April 8, 2004 by six votes, when some key pro-presidential sup-
porters failed to show up to support the bill. In amongst all of the turmoil of the
political reform, President Kuchma has also managed to get the Constitutional
Court to approve his own candidacy for a third term, thus adding another unpredict-
able element into the presidential election mix.

A number of other issues should be highlighted as important in the current polit-
ical situation.

The media in Ukraine continues to come under pressure to conform to the mes-
sage coming from the President’s Administration. All three of the national TV chan-
nels—UT-1, Channel One Plus One, and Inter, reflect only the political line of the
President’s Administration. Some of the other smaller stations ICTV, STB, and
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Novyi Kanal, because they are owned by a more broadminded segment of the polit-
ical elite have recently started to broadcast a somewhat wider range of opinions and
political views, while Channel 5, owned by a supporter of Viktor Yushchenko con-
tinues a valiant struggle to remain on the air even though its broadcasts are not
particularly in support of the opposition but offer an objective perspective from
many points of view.

The truly independent broadcast voices, which provided Ukrainian citizens with
unbiased reporting and balanced debate, have now been silenced: the Ukrainian
service of Radio Liberty, which has for the past decade been broadcast over AM
radio to a growing Ukrainian audience, was taken off the air, so that the political
debates on issues in the run up to the presidential election will no longer be heard,
nor, for that matter, the excellent Radio Liberty reports on the trial of former
Ukrainian Prime Minister Pavlo Lazarenko for laundering millions of dollars of sto-
len money through US bank accounts, which began its deliberations in San Fran-
cisco just at the time when Radio Liberty was pulled off the air. When Tom Dine,
the Director of Radio Liberty came to Kyiv last month, President Kuchma declined
to meet with him. Another major independent broadcaster, who has suffered much
harassment in the past few years, Radio Kontynent, was closed and its assets
seized, with its owner fleeing Ukraine in fear of his life.

There have been attempts to close Sil’s’ki visti, the newspaper of the Socialist
Party, which has generally been in opposition to the president. And now the flagship
of independent Internet publishers, Ukrains’ka Pravda, whose founder and editor-
in-chief Heorhiy Gongadze, was found decapitated in November 2001, is once again
under pressure from a court case emanating from the President’s Administration.
The system of controlling the media through temnyky or theme directives issued
from the President’s Administration continues. They are issued daily and explain to
the press how they are to report and spin the news. For the most part, lately they
have instructed that any critical statements coming from the US State Department,
from the EU, or Council of Europe are to be simply ignored.

Another incident that exemplifies the weird world that Ukraine is becoming, was
the visit of George Soros at the end of March. In addition to having a major con-
ference derailed by local officials in Crimea and then given permission from Kyiv
to go ahead, he was also pelted in a most undignified manner, with mayonnaise,
flour and glue at a meeting in Kyiv, by thugs considered by most observers to be
in the pay of the authorities.

Intimidation of the opposition continues: One notable incident was the severe
beating of the son of one of Ukraine’s foremost independent trade unionists,
Mykhailo Volynets, who is the President of the 124,000-strong Confederation of
Independent Trade Unions of Ukraine, which includes miners, steelworkers, rail-
road engineers, metro workers, dock workers and others. Mr Volynets is also a sup-
porter of Yulia Tymoshenko. This was a change of tactic, since Volynets himself, a
former coalminer, has undergone many repressions, but an attack against a member
of his family was designed purposely to unnerve and intimidate him.

The most bizarre and troubling events in the current political situation have oc-
curred around the elections for the mayor of the Western Ukrainian city of
Mukachevo, which took place on April 18, 2004. Independent exit polling and also
according to copies of the protocols which were secured by observers from the oppo-
sition “Our Ukraine” group indicated that the Our Ukraine candidate Viktor Baloha
had won with 57 percent over the candidate of the presidentially allied SDPUo can-
didate Ernest Nusser, who received 40 percent. The election commission announced
Nusser the official winner. Even though around fifty parliamentary deputies from
the Our Ukraine faction traveled to Mukachevo to monitor these elections the viola-
tions were outlandish in the extreme: skin-head thugs roughed up a number of the
deputies and smashed up some of the polling stations, legitimate domestic observers
were thrown out of polling stations, individuals working the exit poll were threat-
ened and harassed, and in the end, the ballot papers were stolen after the close of
voting. These incidents took place in full view of the international observers present.
This was all in addition to the usual violations which have now become standard
in Ukraine, where the opposition candidate is not allowed air time or coverage in
the press, where his representatives are prevented from participating in the election
commissions even though this is mandated by law, and where the head of the elec-
toral commission often tries to keep both the list of voters and the final protocol
away from the scrutiny of independent observers.

The reason for going into all of this detail, and there is much more, is to dem-
onstrate that the political environment in the run up to the presidential elections
is already prejudicing the vote from being free and fair, and to show the cir-
cumstances in which the election campaign will be conducted.
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ASSESSMENT OF UKRAINE’S DEMOCRATIC CREDENTIALS

Despite the actions of the government authorities, of all of the post-Soviet states,
(with the exception of the Baltic states and now Georgia) Ukraine is a country
where there are realistic prospects for the development of democracy: there is a real
political struggle, the fledgling institutions of civil society are evolving and the popu-
lation constantly expresses its discontent with the current situation and desire for
better and more open governance. There are numerous institutions of civil society
that continue to operate independently in support of a more open and accountable
system and to promote participation of the citizenry in Ukraine’s political and social
life. The U.S policy expressed toward Ukraine last year, specifying that Ukraine’s
leadership should be regarded separately from the nation as a whole, was a good
and sound approach that is well-justified by the situation on the ground.

The Ukrainian parliament, the Verkhovna Rada, of all of the parliaments in the
region, is unique in being a forum where different points of view are discussed and
real political struggles are fought out. Ukraine’s political parties, while still a long
way from being of the Western-type that represent a particular constituency and set
of policies, are distinct and independent, and some enjoy considerable support
among the population. There are thousands of non-governmental organizations in
Ukraine, which work on a whole variety of social, humanitarian and also political
issues. Ukraine’s think tanks and analytical centers are among the most advanced
in the region and have helped to create the backbone of the emerging civil society.
Many of these NGOs worked with great effect during the March 2002 parliamentary
elections in getting out the vote, monitoring and observing, conducting opinion poll-
ing and providing voter education and information where the government controlled
media failed.

Ukraine’s third sector is largely independent and beyond the control of the gov-
ernment and its allies. This contrasts positively with Russia, where the government
has exerted great pressure to bring Russia’s independent NGOs under the control
og the Kremlin especially through events like the Civic Forum convened in the fall
of 2001.

Ukraine’s fledgling civil society and particularly the NGO sector are rising to the
challenge of preparing for the October elections. For example, a broad group of over
100 non-governmental organizations has come together under the umbrella of the
Civic Coalition “New Choice 2004” with the purpose of working for free and fair
elections, with new member organizations joining every week. Its members have
analyzed the methods used to manipulate previous elections and for the upcoming
elections they will be working for equal opportunities for all candidates and to en-
sure that voters have adequate information to cast an informed vote. They will mon-
itor the mass media; watch the legislative framework; advise voters on their rights;
provide polling information; publicize the abuse of administrative resources and
campaign finances; and investigate many other instances where electoral fraud
might take place. This is a nation-wide effort with member organizations operating
in over 150 different locations to date.

THE NATIONAL ENDOWMENT FOR DEMOCRACY IN UKRAINE

The National Endowment for Democracy and its institutes are fully engaged in
working with the pro-democratic forces in Ukraine to strengthen the institutions
that support democracy. In fact, NED support has been going to Ukraine since 1988,
when the community of dissidents and former political prisoners were preparing the
ground work for launching a mass movement for democracy and independence with-
in what was then the Soviet Union. The Endowment continues to support a broad
range of democracy programs including youth initiatives, think tanks and programs
in support of the free media. Over the past ten years, the National Democratic Insti-
tute and the International Republican Institute have worked with all of the major
pro-democratic political parties to help them become more professional, responsive
to their constituents and to enable them to consolidate their political skills. The
Center for International Private Enterprise has worked closely for many years with
a community of think tanks and associations of small and medium entrepreneurs
to improve the conditions for developing a free market economy. The American Cen-
ter for International Labor Solidarity, formerly known as the Free Trade Union In-
stitute, has worked with Ukraine’s independent trade unions since the early 1990s.

In its annual review of priorities, the NED and its institutes came to the conclu-
sion last August, that Ukraine should be a priority for our work this year, as the
place where our concerted efforts could have the greatest effect in terms of pro-
moting democracy, and where the political situation is most conducive to our assist-
ance. The presidential elections in Ukraine were also the subject of a meeting of do-
nors and implementers convened by the NED in January this year, when we pro-
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vided a forum for both private and USG funded organizations to share information,
coordinate activities and determine priorities.

SIGNIFICANCE OF THE UPCOMING PRESIDENTIAL ELECTIONS

The stakes are high for the upcoming Presidential elections: the outcome could
determine Ukraine’s future for many years to come. As well as significance for the
internal developments in the country, one area where the election will have a great
impact will be in Ukraine’s international relationships, in determining whether
Ukraine faces east or west. Unable to respond to or to accommodate the require-
ments of the European Union, we see that President Kuchma has recently been
backtracking on the commitment to pursue European Union membership. On April
20, 2004, the pro-presidential majority in the Ukrainian parliament ratified agree-
ments on the Single Economic Space signed by President Kuchma earlier in the
year. This set of agreements initiates the creation of a common tax code and a cus-
toms union ending trade tariffs among the four signatories—Ukraine, Russia,
Belarus and Kazakhstan. Some members of the opposition have gone as far as con-
demning this as the attempt to recreate Russian control over Ukraine. Others have
just stated the obvious; this set of alliances is contradictory and incompatible with
Ukraine’s declared intention to comply with requirements to bring it in line with
EU membership. President Kuchma has just recently gone on the record as saying
that Ukraine doesn’t need to hurry towards Europe.

This is the just the latest in a series of flip-flops of orientation from west to east
that are characteristic of the Kuchma presidency. Not only do they sew confusion
among Ukraine’s Western neighbors and allies, but they also confirm the impression
that Ukraine’s foreign policy is not based on a well thought out and systematic
strategy that takes Ukraine’s best interests into account or on the consensus of
views of the citizenry, but rather are the outcome of infighting within a narrow cir-
cle of insiders around the President.

What about accession to NATO? Major public pronouncements on this issue
ceased after the President was snubbed by western leaders at the Prague summit
in November 2002. Despite the existence of a detailed Action Plan for Ukraine,
which clearly outlines steps Ukraine needs to undertake in terms of strengthening
democracy in as far as NATO is a community of nations based on shared democratic
values, the Ukrainian leadership has not done much to put this plan into action.

While it is true that Ukraine’s troops are the fourth largest contingent in the coa-
lition forces in Iraq at the moment, this decision was also the result of faction fight-
ing at the top and was never open to public debate. Ukraine’s leadership has bene-
fited from the prestige value of participating in the coalition because it is helping
to erase the memory of all the unresolved issues that created impediments to
smooth US-Ukraine relations such as the approval to sell Kolchugas, the still un-
solved Gongadze murder and the broken promise not to sell arms to Macedonia dur-
ing a civil war. Ukraine’s population, however, is in the dark about why Ukrainian
troops are in Iraq. There have been no major speeches from the leadership outlining
Ukraine’s purpose or its solidarity with a community of values in support of the top-
pling of a dictator and liberating an enslaved Arab nation. A glimpse of what might
lie in the future was revealed in a statement by Prime Minister Yanukovych, how-
ever, when he indicated a few days ago that if Ukraine is not allowed to participate
in the reconstruction of Iraq, consideration should be given to withdrawing its
troops.

CONCLUSIONS AND RECOMMENDATIONS

Ukraine’s leaders need to regain the confidence not only of the international com-
munity but most importantly the confidence of their own people. In public opinion
polls conducted in April 2004, 60.4 percent stated that they believe Ukraine is mov-
ing in the wrong direction, and 70.4 percent believe that there will not be equal op-
portunities for candidates campaigning in the election. Only 25.5 percent believe
that there is a truly secret ballot.

Ukraine’s elections have become the focus of attention for the United States, the
European Union, Council of Europe as well as international bodies such as the
OSCE—all of which have put forward sound recommendations that will keep up the
pressure on the Ukrainian authorities to ensure that the upcoming elections are free
and fair. These are recommendations that have appeared elsewhere, but they are
worth repeating:

o With regard to the media: all candidates should be given access to the na-
tional TV channels and debates should be encouraged and fully covered.
Radio Liberty should be allowed to negotiate contracts for rebroadcast with-
out its Ukrainian partners suffering intimidation;
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With regard to the electoral law: all violations should be swiftly adjudicated
in a fair manner and where guilt is determined, prosecutions should be seen
to ensue. Ukraine has effective legal procedures on paper, but few are ever
carried through to create a better electoral environment.

With regard to the electoral commissions: all efforts should be made to make
sure that the candidates’ representatives are able to participate in the com-
mission, with an equitable distribution of the heads of commissions according
to party affiliation.

With regard to observers and monitors: the work of the OSCE and inter-
national observers should be welcomed and provision made for the participa-
tion of domestic observers. Unfortunately, during the week that Deputy Sec-
retary Armitage was visiting Ukraine and engaging in discussions on the im-
portance of the elections, a provision to guarantee the participation of domes-
tic NGOs as official observers was left out of the legislation.

e The government of Ukraine should pledge to guarantee the physical safety of
observers, poll watchers and officials engaged in ensuring a free and fair elec-
tion.

Serious thought should be given to exploring Madelaine Albright’s rec-
ommendation in a recent op-ed piece in the New York Times suggesting to
Ukraine’s leaders that their entry into Western institutions will slow and that
their own bank accounts and visa privileges will be jeopardized if the elec-
tions are fraudulent.

Just a couple of final thoughts:

There has been a lot of discussion and soul searching in Washington and through-
out this country over the past few months about “values,” “the values of democracy”
“American values” and the values of simple human decency. My hope is that while
continuing to stress that “the process is important,” which is always the official US
message at the time of an election, we also expend more effort on all levels with
the Ukrainians to emphasize the importance of values, and to evaluate the main
players accordingly.

Those of us who watch Ukraine closely are often told that there are “good” forces
and “bad” forces around President Kuchma and that he is not always free to act
the way he would like to. These protestations are all very well and good, but it is
time for all right thinking citizens of Ukraine to realize the tremendous responsi-
bility each has for the future of their country in the next few months. We all wish
for the best.

Mr. BEREUTER. Thank you very much to both of you for your ex-
cellent testimony. We have three, maybe four votes coming up, and
so we are going to try to ask a couple of key questions to you, and
get your best response in a total of 5 minutes.

And I will just ask you, Dr. Diuk, in particular, since you work
for NED, and have had a lot of experience there, what are we
doing, or what could we do better with respect to assistance to the
opposition parties; and to what extent are these parties strong par-
ties, or are they more of a reflection of personalities?

And then to Dr. Aslund, I wanted to ask how much of a sense
is there in Ukraine about the importance of rule of law, if in fact
they are going to have direct foreign investment, and if they are
going to have more opportunities to grow and flourish, and to deal
with the intellectual property issues that are so apparent to every-
body?

Mr. Wexler, would you like to add one or two here, and please
do if you would like. All right. I would appreciate it if you would
try to respond to those, gentleman and lady.

Ms. Diuk. Well, as you probably know, two of our affiliated insti-
tutes, National Democratic Institute and International Republican
Institute, have both been working very diligently in Ukraine, I
would say, for like the past 10 years.
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And their work meets with—is fairly effective most of the time,
as long as the Ukrainian authorities are willing to allow them to
conduct non-partisan, multi-partisan training and so on.

We can’t as you known help the political parties individually and
directly. It is done on sort of a multi-partisan basis. But what I
would say is that these parties and the candidates that they even-
tually put forward would be able to be a lot more effective if the
non-governmental community around them, the groups that espe-
cially provide domestic observers—and this is one point as well
that I actually failed to mention in my comments.

But there is an issue at the moment as to whether domestic ob-
servers will be allowed from non-governmental organizations into
the polling stations in the election. If the non-governmental domes-
tic observers are allowed to function properly, and if there is free
access of candidates, political parties, to the media, if there is an
ability to conduct voter education, then the parties can be much
more effective than they are right now.

I think we are doing all that we can through our two party insti-
tutes to assist in this process, but I would say that it depends a
lot on the overall environment. But I would say that we do need
to continue assistance and helping NED and IRI in their efforts for
the parties.

Mr. BEREUTER. Thank you. Thank you for what all of you are
doing in that respect. Dr. Aslund, would you like to tackle the rec-
ognition of the importance of intellectual property and the commer-
cial rule of law.

Mr. ASLUND. Yes, thank you, Mr. Chairman. I would put it like
this. That what big Ukrainian businessmen are most sensitive to
is whether they themselves are allowed to travel.

A few years ago the United States prohibited two of the top
Ukrainian oligarchs from entering this country, and soon after that
they were no longer oligarchs. They lost out domestically, and
Kuchma let them down.

So visas come first, and for the U.S. to ease the sanction. Sec-
ondly, trade access. The WTO is essential and that Ukraine gets
a market economic status, and that is important, and that Ukraine
gets more market access to the West, because then the Ukrainian
businessmen have to behave, for investment is not that important.

The big Ukrainian businessmen are floating cash. Exports, for
example, increased 28 percent last year, and the process is far
more. But the stock market doesn’t really work. It is up 89 percent
this year, but it doesn’t matter. It is timing. So they don’t care
much about foreign investment.

And the rule of law within Ukraine remains weak, and I think
it will take for it really to function, but after all you have courts,
and people are taking each other to court ever more. And even if
it is weak, it does exist. Thank you.

Mr. BEREUTER. Thank you, Dr. Aslund. And thank you, Dr. Diuk,
for your excellent testimony and the written statements. We very
much appreciate your contribution today.

Mr. Wexler and I have to go run and vote, and before I go, I
would like to ask unanimous consent to insert two statements in
the record from Mr. Thoir Gawdiak, President of the Ukrainian
American Coordinating Council, and also Mr. Michael Sawkiw,
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President of the Ukrainian Congressional Committee of America. If
the gentleman has no objections, so then that will be the order.

[The prepared statements of Mr. Gawdiak and Mr. Sawkiw fol-
low:]

PREPARED STATEMENT OF IHOR GAWDIAK, PRESIDENT, UKRAINIAN AMERICAN
COORDINATING COUNCIL

Mr. Chairman, distinguished members of the committee, I am Ihor Gawdiak,
President of the Ukrainian American Coordinating Council. The Council began as
an umbrella organization made up of numerous organizations within the Ukrainian
American community focused on cultural and social issues of interest to the entire
community. Since Ukraine’s independence the Council’s focus has turned primarily
toward fostering democracy, the rule of law and economic prosperity in Ukraine and
facilitating closer ties between the United States and Ukraine.

Mr. Chairman, I appreciate the opportunity to submit this statement and thank
you sincerely for holding this hearing on the situation in Ukraine. I will be clear;
we believe the United States’ national interests require immediate focused attention
to events in Ukraine and a major change in American policy. If our policies and ap-
proach to Ukraine do not change and those changes are not implemented now, our
interests in Eastern Europe most likely will be damaged for years to come. It would
not be alarmist to say that if Ukraine’s election can be manipulated a reconstituted
“union” will not be far off with all of its complications and challenges to peace and
harmony in Europe and beyond. Action is needed now! And there are actions that
can be taken.

As this committee knows, this is a year of consequence in Ukraine. Ukraine’s
presidential election campaign ends with balloting on October 31 and the outcome
could set the course for Ukraine and for U.S. interests in the region for generations
to come. At this critical stage in the election campaign we are alarmed by our coun-
try’s approach to this election. What is our cause for alarm?

The President of Ukraine, his administration, his assorted colleagues and the in-
terests vested in Ukraine’s current stagnant and corrupt government apparatus, are
rigging the entire election process and they are deaf to the cautious, diplomatic elo-
quence of American statements of concern. Essentially these people are immune to
Foreign Service niceties.

Why are the vested interests so afraid of openness and fairness, so antagonistic
to free elections? They cringe at the reality of public opinion. In the last parliamen-
tary election, despite the manipulations of official Ukraine, opposition reformers
won the largest contingent in the Ukrainian parliament. This was not expected or
hoped for. The reality set in that the citizens of Ukraine want what we Americans
know all people want—freedom and opportunities—opportunities the vested inter-
ests currently in control of Ukraine are determined not to provide.

The results of the parliamentary election and the overwhelming evidence that the
most popular politician in Ukraine is the reformer Viktor Yuschenko frighten
Ukraine’s entrenched powers. Now that Yuschenko is running for the Presidency,
the authorities have become paranoid and aggressive to the point of clumsy outrages
in their efforts to rig the election. But, no matter how obvious, blatant and clumsy
they are, they will succeed in denying the people of Ukraine their honest election
unless it is made crystal clear that those in power will suffer unequivocal and ad-
verse consequences if the election campaign is not immediately made fair and trans-
parent.

Fair elections are critical to Ukraine and to American interests in the region.
Fairness will only come when the United States recognizes the nature of the people
with whom it is dealing and takes aggressive action to assert its stated policy of
wanting the election to be open and free. Ukrainian authorities will only modify
their despicable behavior when they know the United States is serious and feel the
reality that their corruption will have serious adverse consequences on their govern-
ment’s and their personal interests with the West.

Mr. Chairman, we do share the Administration’s view that the United States
should not have a “favorite” candidate in Ukraine’s presidential election, that our
national interest is in a free, fair and transparent election. Whoever is to be elected
should be the choice for the people of Ukraine. However, we do believe the United
States must take the lead in pressing for a fair election process through an Amer-
icalm policy that makes this year’s crucial election the top priority in U.S.-Ukrainian
relations.

Elections, as we all know, are more than just the day on which ballots are cast.
While the beginning of the presidential campaign in Ukraine has not officially start-
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ed, it has in fact already begun, and I want to underscore the fact that the election
campaign so far has been anything but free, fair and open.

I present here but a few items attesting to the campaign realities in Ukraine.

According to the Country Report on Human Rights Practices released by the De-
partment of State on February 25, 2004, the human rights situation in Ukraine re-
mains “poor.” The report particularly notes “authorities interfere with the news
media by harassing and intimidating journalists, censoring material, and pressuring
them into applying self-censorship . . . Arbitrary arrest and detention from what ap-
peared to be political motivation, were problems at times, as was lengthy pretrial de-
tention in very poor conditions.” In light of the presidential campaign, the govern-
ment of Ukraine continues to use its aadministrative resources selectively to target
individuals, media outlets, labor and trade unions and other entities associated with
the opposition. It continues to abridge its citizens’ basic freedoms of speech, press,
and assembly.

On March 3, 2004, Ukrainian affiliates of U.S.-funded Radio Free Europe and
Radio Liberty in Kyiv were taken off the air, arrested and had their stations raided
by the police. Fearing for his life, the former owner of the station fled to Poland
and is awaiting political asylum. Further attempts made by the U.S. side to discuss
this issue were turned down by Ukrainian government officials. The same day that
the RFE/RL was shut down, Yuriy Chechnyk, a former director of Radio Yuta in
the city of Poltava, was killed in a highly suspicious car accident after he announced
his decision to rebroadcast RL short-wave programs on his radio station. Unfortu-
nately, these are not simply isolated events. They illustrate only one facet of an in-
creasingly authoritarian tendency of repression against individuals and media in
Ukraine. Numerous reports indicate that Ukrainian authorities are using their tax
and other powers to harass journalists, suppress fact-based news, and even phys-
ically eliminate their opponents. These facts must not go unnoticed by the Members
of this Committee, this Congress or the Administration.

On April 18, 2004, we witnessed the so-called practice of “democracy in a social-
democratic way” in a town of Mukacheve in southwest Ukraine. Overwhelming evi-
dence has demonstrated that the local mayoral election there was the dirtiest elec-
tion campaign in the history of independent Ukraine. Orchestrated by Ukrainian
President Kuchma’s Chief of Staff, Viktor Medvedchuk, who heads the Social-Demo-
cratic Party United (SDPU), authorities employed what appears to be unprece-
dented techniques of physical violence, intimidation, harassment, manipulation and
forgery. Four deputies of the Ukrainian parliament were severely beaten by the po-
lice in attempt to obtain the final vote recount. Several election observers were hos-
pitalized after being assaulted. In addition to this, on May 5, a local court refused
even to accept documents for an appeal in the case of Viktor Baloha (the winner)
vs. the Territorial election commission. This election in Mukacheve has sparked
sharp criticism in the international community. According to Ambassador Steven
Pifer, “It is more than doubtful that the results that were announced matched the
way people voted.” Moreover, I wish to suggest to the Members of this Committee
that these events are more than likely merely a rehearsal before the upcoming pres-
idential election. Let us be real—the U.S. Government’s hopes for “free, fair, and
transparent pre-election process in Ukraine” were ruthlessly destroyed along with
the choice of Mukacheve’s voters.

Time is running out; it is late in the season but it is not too late.

So far, the Administration has expressed concerns about the election irregular-
ities. It reports having had tough and direct private conversations with President
Kuchma and other Ukrainian officials. The Administration has a tag-team of offi-
cials traveling to Kyiv to raise concerns and all of this will surely be covered in Am-
bassador Pifer’s testimony today.

However, Ukrainian reality is not changing. Nothing is changing for a number of
reasons. These include the Ukrainian Administration’s belief that President
Kuchma’s having sent 1,650 troops to Iraq allows them to continue to carry out the
outrages of blatant election manipulation and to safely ignore any negative Amer-
ican reaction. For instance, many of the power brokers in Ukraine are not particu-
larly concerned about American or Western reaction, their interests lie in mutually
beneficial financial relationships within the old Soviet Bloc. There are those in
Ukraine who feel they can have it both ways—good relationships with the repres-
sive elements of the Old Soviet bloc and with the West.

So far, the calculations of these thugs has proved to be accurate. Private admon-
ishments and erudite press releases mean nothing to them. So far, they see our pol-
icy regarding the election as a joke—maybe something said to placate the Diaspora
but nothing that directly has a negative impact on them.

The Diaspora is not satisfied so easily. All Americans, in fact, should also realize
that the United States national interests lie in having a free, strong, independent,
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and democratic Ukraine, with a mutually beneficial relationship with the U.S. Such
a Ukraine could be a critical, strategic linchpin for peace and cultural under-
standings in Eastern Europe.

We—the United States—have too much at stake to tolerate the current
marginalized policies toward Ukraine.

As Jackson Diehl wrote in his op-ed piece, “Ukraine’s Tipping Point” in The Wash-
ington Post on March 1, 2004, “The regime is afraid of one thing: the reaction of
the West to what is happening in Ukraine. If they hear more of it in the coming
months, democracy might still be saved.” That statement was made over two
months ago and the fear Diehl refers to is the fear that the United States will be
serious about pressuring the regime unilaterally and through all of its available bi-
lateral avenues, none of which has happened to date. 72 days have passed. The poll-
ing day is now 172 days away. Time is running out.

I hé{ive attached a copy of Mr. Diehl’s piece and ask that it be included in the
record.

But the question is, what types of things can the United States do to expose the
thieves who would steal the election, sanitize the process by shining the klieg lights
of international attention on those who are now acting with impunity? What can
be done to drive the corrupt elements back into their shadows and allow the people
of Ukraine to vote freely?

Among other things—and we emphasize that there have been a number of very
thoughtful proposals submitted to U.S.A.L.D. for funding that, if funded, would have
created a very different atmosphere in Ukraine—I outline a few possible action
items:

e The Administration—through the White House and Department of State—
and the Congress—should increase the volume of public statements denounc-
ing the election law and civil rights violations.

o The Administration should abandon the practice of saving its harshest criti-
cisms for closed door sessions. The Administration should make its criticisms
clear to the people of Ukraine. Currently, well-worded statements have been
issued but are never carried in the controlled Ukrainian media. As far as the
citizens are concerned, nothing of consequence has ever been said and that
must mean everything is OK with the United States.

The Administration criticisms must make it clear that the United States
wants free and fair elections, and the criticism must include the entire cam-
paign season and that at this point the campaign /election process is corrupt
and must be fixed immediately.

High level and continuing delegations should be sent to Ukraine by the Ad-
ministration and Congress—and maybe others like the Association of Former
Members—to deliver clear and unequivocal messages about the election and
that the way this current election is run will determine the course of U.S.-
Ukrainian relations and relations with international organizations in which
the United States participates. These delegations should, upon their return,
publicly brief this Committee and maybe other committees so that the Amer-
ican public record is clear and current about the election situation in Ukraine.

Oligarchs and other manipulators of the election should be identified and be
made to understand that their actions will have personal consequences. Peo-
ple who see to it that candidates and political parties are denied access to the
media, for example, will be on the visa blacklist. It is critical that these
malfeasants understand the U.S. reaction will be personal.

Everything possible should be done to discourage prominent Americans, cer-
tainly public officials, from accepting invitations from Ukrainian sources prior
to election day. It has been the practice of people in power to seek legitimacy
by association with prominent Americans. This “use” of well intentioned peo-
ple is, among other things, terribly disheartening to the true Ukrainian demo-
crats who have their message undercut by manipulation. In this regard the
Committee might offer at least a word of caution to former President George
H.W. Bush who apparently has accepted an invitation later this month to
visit Ukraine as a guest of Viktor Pinchuk, President Kuchma’s son-in-law.
We do not necessarily here question Mr. Pinchuk’s motives. We do however,
believe that our President’s father being hosted in Ukraine by a prominent
member of President Kuchma’s family could be a symbolic disaster and cer-
tainly undercut the democratic opposition’s message to the people of Ukraine.
Although Ukraine is qualified for the lifting of the Jackson-Vanik restrictions,
this Committee and the Congress might indicate that such restrictions and
other standards of an improved bilateral relationship will only be available
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to Ukraine if the current, on-going election campaign and the conduct of elec-
tion day are deemed to be free, open and fair.

Mr. Chairman, I conclude noting that Ukraine’s future as a democratic nation
hangs in the balance. We know the choice on October 31 belongs to the people of
Ukraine, their right to vote freely after a fair campaign is the entire issue. For their
interests and for our own national interests we must do everything we can to ensure
that the people of Ukraine receive full and fair coverage of the candidates and the
national political parties, and that they have the opportunity to cast their votes free
of oppression, intimidation and interference. The Iron Curtain fell. It is time the
people of Ukraine have a fair opportunity to vote on the direction they want their
country to take. This will not happen if current U.S. policies and practice toward
Ukraine continue.

PREPARED STATEMENT OF MICHAEL SAWKIW, JR., PRESIDENT, UKRAINIAN CONGRESS
COMMITTEE OF AMERICA

Mr. Chairman and members of the House of Representatives Committee on Inter-
national Relations, thank you for the opportunity to comment on issues regarding
U.S. policy toward Ukraine.

The Ukrainian Congress Committee of America (UCCA), as a representative orga-
nization of Americans of Ukrainian descent, would like to address our community’s
concerns on issues regarding U.S. foreign policy towards Ukraine, in particular dur-
ing this highly visible period prior to Ukraine’s presidential elections on October 31,
2004. The Ukrainian community in the United States expresses its gratitude to the
House International Relations Committee for your continuous leadership and sup-
port of democratic and economic reforms in Ukraine. Since 1996, the United States
and Ukraine have formed a unique relationship defined as a strategic partnership
between two countries.

U.S. GLOBAL LEADERSHIP

The United States of America, as the leader of the democratic world, plays a
prominent role in promoting democracy around the globe. Such an important role
requires even greater emphasis following the tragic events of September 11, 2001,
as our ultimate goal in the war against international terrorism is the establishment
of free and open societies, which guarantee human and civic rights to all citizens.
Prior to the United States’ current focus on the Middle East and Central Asia, we
were actively involved in the democratization process in Central and East Europe.

Due to such activity and U.S. assistance and leadership, many of the Central and
East European nations have achieved great success in establishing strong demo-
cratic governments that rely on market economies. The recent European Union (EU)
and NATO enlargement, which admitted several new states from the former Com-
munist bloc, serves as a positive example of the successes achieved in that area. Un-
fortunately, not all of the Central and East European countries have managed to
progress so quickly.

The objectives of peace, stability, and democracy in Central and East Europe are
enhanced only because the United States remains committed and engaged in a stra-
tegic partnership with Ukraine. Should Congress stay the course, investing in a
strong and democratic Ukraine, the goal of stability in a turbulent region will be
within reach. In the 21st century, the United States will have no better ally in Cen-
tral Europe than Ukraine, and our engagement invested in Ukraine shall achieve
historic gains. In the words of The Wall Street Journal: “The U.S. and its allies have
much to gain by nudging Ukraine, one of Europe’s largest countries, toward eco-
nomic viability. For one thing, it could resist revanchist tendencies among those
Russians who would like to restore the Russian empire.”

POLITICAL SITUATION IN UKRAINE

Ukraine, as one of the largest and most populous European countries that
emerged as an independent state following the fall of the Soviet Union in 1991, has
been marred by many problems, including an economic crisis and high-level corrup-
tion. Nevertheless, substantial progress was achieved in many areas including the
closure of the Chornobyl nuclear power facility; voluntarily dismantling the world’s
third largest nuclear arsenal; the emergence of an active civil society; freedom of
religion; support for national minorities; freedom of movement; and, freedom of ex-
pression.

In the subsequent decade of its renewed independence, Ukraine faced many chal-
lenges including an economic crisis and corruption. Nevertheless, it has been able
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to recover from the initial depression and currently advances rather steadily in its
goal of European and Euro-Atlantic integration. The Ukrainian economy continues
to grow, the government has implemented significant changes in legislation to im-
prove cooperation with the West, while the investment climate continues to improve
and other changes are being made to transform Ukraine into a Western-like democ-
racy. Increased economic stability in Ukraine serves as a basis for the improvement
of its democratic governance system. However, there remain issues that Ukraine
continues to combat.

With the advent of a new generation of leaders, issue in the aforementioned will
continue to alleviate itself. If recent events in Ukraine are indicative of what lays
ahead, the October 31, 2004 elections for president may determine whether Ukraine
becomes a Western-style democracy respectful of its citizens’ rights and allied with
the West, or a former Soviet republic re-absorbed into an authoritarian ‘sphere of
influence’ by Ukraine’s neighbor Russia. Thus, the strategic and economic dividends
from continued U.S. engagement with Ukraine can be virtually limitless. In fact,
Ukraine’s strategic partnership with the United States represents the key to
Ukraine’s continued economic and political reform.

It is impossible to assert that problems do not exist in Ukraine. Yet, the former
Warsaw Pact country of Poland and newly independent state of Georgia view West-
ern engagement with Ukraine, in particular engagement from the United States, as
essential to the goal of stability within the region. As one of Europe’s largest coun-
tries, continued support from the United States would instill sustained political and
economic viability in Ukraine, thus eliminating revanchist tendencies in neighboring
Russia to restore its lost empire. As recently as several weeks ago, Jackson Diehl
from The Washington Post wrote: “As giant Ukraine goes, so, likely will slip most
of the other former Soviet states that now live uneasily between the expanding Eu-
ropean Union and Russia . . . Putin and the former-KGB circle around him would
like to fold them all into a new bloc dominated by Moscow and able to bargain as
a quasi-equal with the EU and NATO. That’s why it’s not surprising that Putin’s
allies in Ukraine are on the offensive, employing the same tactics here [in Ukraine]

. . that succeeded in eliminating the democratic opposition in Moscow—Ilike the
shutdown of independent media and prosecution of businessmen who finance non-
government parties.”

CIVIL SOCIETY IN UKRAINE

With engagement from the United States and other Western countries, Ukraine
has been very successful in developing a civil society, which as a result has become
increasingly vocal, active and influential in the development of democratic institu-
tions and behavior. Having been involved in Ukraine’s political life as a civic educa-
tor since the early days of independence, the Ukrainian Congress Committee of
America (UCCA) has established close contacts with a wide network of non-govern-
mental organizations (NGO’s) throughout Ukraine. Our organization has success-
fully implemented multiple comprehensive civic education programs geared toward
voter education and awareness that emphasize citizen’s rights and responsibilities.
Throughout the years of our involvement, the UCCA ensured that every project im-
plemented transfers Western experience and skills to Ukrainian NGO’s. We develop
our programs to assist in the building of civic organizations that are self-sufficient,
active, and as a result become an integral sector of the developing political process.
Similar approaches have been implemented by various organizations that are in-
volved in the democracy building process in Ukraine. It has proven to be a great
success and as a result Ukrainian NGO’s continue to improve the quality of their
work and advocacy.

Nevertheless, Ukrainian NGO’s are faced with an insurmountable problem of es-
tablishing a network through which to receive financial support from various groups
whose interests they represent. Although small- and medium-sized business is de-
veloping, Ukraine’s economic arena is still dominated by big business oligarchs. At
this critical juncture in the history of Ukraine’s new democracy, a failure to support
the rights of the Ukrainian electorate to an informed choice in the upcoming presi-
dential election will have profound repercussions not only in Ukraine, but also in
the currently transforming face of Europe. The success of Ukraine as a dependable
partner for the United States will largely depend on the election of a new president,
freely chosen by its 50 million citizens, and not by the dictates of a few. The United
States and other members of the international democratic community need to re-
main involved in pre-election programs and provide the Ukrainian NGO community
with effective financial assistance that will allow them to become self-sufficient.
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Presidential Elections in Ukraine

Presently, Ukraine is at a crossroads. The results of the October presidential elec-
tions will decide whether it will irreversibly commit itself to democratic reforms and
European integration, or become an authoritarian state, in which the rule of law
is compromised to the advantage of those in power. A free, fair and transparent
election this year is the only guarantee to further democratic development.

Recently, the government of Ukraine proposed changes to the constitution that
would establish a parliamentary republic rather than the current presidential-par-
liamentary republic. Moreover, the Supreme Court of Ukraine declared that Presi-
dent Kuchma was eligible to run for a third term despite the Constitution’s two-
term limit, citing that he was elected prior to the adoption of the Constitution in
1996. Such attempts at Constitutional reform have caused a strong reaction from
the international community, not to mention from the democratic/opposition forces
within Ukraine.

On April 19, 2004, the mayoral election in Mukachevo, Transcarpathian region of
Ukraine, was marred by bold and open violations of election laws in Ukraine. Open
interference with the voting process, voter intimidation, threats and physical vio-
lence against observers, attacks on Members of Ukrainian Parliament, and inaction
by Ukraine’s law enforcement structures indicate the necessity for increased moni-
toring of electoral procedures during the campaign process. Many political analysts
regard this mayoral election as a strategic move to sway the Ukrainian electorate
who otherwise may be ambivalent toward the election process and stem their belief
in the importance of their individual role in the political process developing in their
state. Therefore, international demands for an investigation of the violations and
punishment of its perpetrators is an extremely important example of demonstrating
that the citizens of Ukraine and the international community will not allow such
violations during the presidential elections in October. Bowing to the domestic and
international outcry, President Kuchma ordered an investigation of the events in
Mukachevo, but it remains to be seen what results it will bring. The commission’s
findings are to be completed by May 13, 2004.

The Ukrainian American community praises the past efforts and commitment of
the United States Congress to ensure that Ukraine develops into a truly democratic
state with a free-market economy. H.Con.Res.415 expresses a sense of Congress re-
garding the upcoming presidential elections in Ukraine, yet limits its strategic focus
towards Ukraine. In the last thirteen years of Ukraine’s regained independence,
with the help of the United States Congress, the nation of Ukraine has successfully
avoided inter-ethnic conflicts, overcome a massive economic crisis, and most impor-
tantly has begun to regained confidence in themselves as an essential element of
their state’s political process. Following her trip to Ukraine in February 2004,
former Secretary of State Madeleine Albright penned a New York Times op-ed arti-
cle clearly articulating the role of the United States towards Ukraine. She writes:
“So what should the United States do to encourage democracy in Ukraine? First
speak out . . . President Bush and cabinet officials need to insist on free and fair
elections and they need to do it soon . . . Senior officials should visit Ukraine, and
other opportunities will come this June when leaders of the Group of 8 industri-
alized nations, the European Union, and NATO meet . . . Saving democracy in
Ukraine belongs on that agenda.” It is the consensus of the Ukrainian American
community that the United States not suspend its assistance at this most critical
juncture for Ukraine, but rather continue its engagement and support until Ukraine
secures its ever-growing democracy.

FREEDOM OF SPEECH

Recently, the media in Ukraine has criticized the government’s infringement on
the freedom of speech, as witnessed by the closure of two radio stations that re-
transmitted foreign programming of such internationally recognized independent
newscasters as Radio Free Europe/Radio Liberty (RFE/RL), Deutsche Welle, BBC,
the Voice of America (VOA), Polish Radio, etc. The U.S. Department of State’s Coun-
try Report on Human Rights Practices for Ukraine in 2003 sites issues whereby “au-
thorities interfered with the news media by harassing and intimidating journalists,
censoring material, and pressuring them into applying self-censorship.” Likewise,
many journalists have voiced their concern of the so-called “temnyky,” a list of in-
structions distributed to media outlets recommending them on how to cover certain
sensitive issues and what to include and not include in their news coverage.

Many of the independent media outlets that reported on corruption and abuses
of power by government officials or oligarchs have been intimidated by the State
Tax administration or other government agencies resulting in endless audits, seiz-
ing equipment, imposing fines, and the like. It is necessary to say, however, that
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after a boisterous outery by independent journalists in Ukraine and the subsequent
reprimand of the Ukrainian government’s actions by the international community,
President Kuchma ordered all investigations and audits against the media cease.

Although such procedures disrupted news coverage, the president’s decision pro-
vides a legal basis for maintaining the freedom of speech—a fundamental right
upheld by the Constitution of Ukraine. Access to free and independent media chan-
nels by the presidential candidates in Ukraine is essential for a transparent elec-
toral process. As noted by various think-tank organizations in the United States and
worldwide, the need for increased support for the news media in Ukraine remains
paramount to attain equal access for all candidates, as well as to institute con-
fidence in the electorate’s decision. “I think that the overwhelming concern of the
international community and certainly of the United States,” stated Deputy Sec-
retary of State Armitage at a press conference in Kyiv, Ukraine in March 2004, “at
this stage in Ukraine’s development, that Ukraine is seen as a country mature
enough to go forward and hold free, fair, and democratic elections.”

Ukraine 1s an important strategic partner of the United States. An ally in the war
against international terrorism, it was one of the first states to open its airspace
to U.S. air forces during the war against al Quaeda in Afghanistan. Ukraine also
joined the coalition of democratic forces to re-establish peace and security in Iraq
by providing the forth-largest peacekeeping contingent as well as a nuclear, biologi-
cal, and chemical (NBC) battalion during the war in Iraq. A stable and democratic
Ukraine is essential for the development of Central and East Europe, especially in
the context of the current European Union and NATO expansion. Thus, as the world
leader and champion of democracy, it is critical that the United States remains in-
volved in the democratic development in Ukraine and helps ensure that the pre-
election period is not marred with violations and that the elections in Ukraine are
conducted in a free, fair, and transparent manner.

RECOMMENDATIONS:

Members of the Subcommittee, Ukraine is at a crossroads. Ensuring free and fair
presidential elections in Ukraine is paramount to further democratic development,
as the October 31, 2004 race will determine Ukraine future course. The Ukrainian
Congress Committee of America humbly suggests the following priorities for U.S.
foreign policy toward Ukraine:

Continued support for the development of democracy, in particular, non-govern-
mental organizations (NGO’s)

The NGO community is becoming an increasingly important sector in Ukraine’s
political/democratic development. NGO’s are becoming more vocal in expressing the
opinion of the electorate, more effective in disseminating non-partisan information
among the citizens, and more successful in educating the public to not only cast
their ballot, but also to understand their inalienable rights as citizens of a demo-
cratic country.

The Ukrainian Congress Committee of America has been involved in every elec-
tion campaign in Ukraine since 1994, and as a result, has developed extensive con-
tacts throughout the NGO community in Ukraine. The UCCA’s projects have always
been based on the belief that democracy embraces the right of the people to freely
determine their destiny and must be supported by the notion of civic education. By
transferring western principles deemed critical to democratic development, the
UCCA programs are developed to ensure sustainability and cooperation among
Ukrainian NGO’s even in the inter-election periods—an integral part democratic de-
velopment.

Therefore, U.S. assistance must be extended to the NGO community prior to and
following the presidential elections to ensure that the civic community in strength-
ened and the democratic process continues. Such assistance should also be extended
to the independent news media outlets in Ukraine in an effort to allow for an equal
playing field for all presidential candidates.

An official delegation of election observers

Providing assistance to ensure free and fair election on the day of the vote is also
essential. It is important for the Ukrainian people to see that foreign governments,
in particular the United States, not only provide declaratory statements encour-
aging free and fair elections, but actively participate in the elections as observers.
An official U.S. delegation of International Election Observers will serve that pur-
pose and facilitate a better relationship between the United States and Ukraine. We
respectfully urge you to recommend such action to your colleagues and organize an
official delegation of International Election Observers for October 31, 2004, as well
as during the campaign period itself.
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CONCLUSION

Ukraine has reached a decisive stage in its transitional development. The inter-
national community, interested in ensuring peace and furthering the tenets of de-
mocracy in the region, has provided significant assistance in helping Ukraine over-
come its Soviet legacy and integrate into European and Euro-Atlantic structures;
however, we urge the members of the House International Relations Committee to
continue their involvement in Ukraine prior to and following the October 31, 2004
elections. United Press International (UPI) correspondent Robin Shepherd elo-
quently suggested in an analysis of Ukraine on May 11, 2004: “What Ukraine needs
from the wider world is a healthy dose of the carrot and stick formula which worked
so well for the eight former communist countries which joined the European Union
on May 1. A clear signal from Brussels [one may also add here Washington, op. cit.]
that Ukraine would be welcomed in as soon as it meets the standards expected of
a member of the European Union could work wonders in mobilizing and enthusing
the democratic opposition.” Indeed, issues currently discussed within U.S. govern-
ment circles such as Permanent Normal Trade Relations (PNTR); non-market econ-
omy (NME) status; Ukraine’s accession to the World Trade Organization (WTO), as
will as a myriad of other concerns could be catalysts for true democratic reform in
Ukraine.

On behalf of the Ukrainian Congress Committee of America, representing the con-
cerns of the Ukrainian American community, we seek your guidance and thank you
for your continuous support of democratic reforms in Ukraine. We express our sin-
cerest hope that the United States remains a strategic partner of a democratic
Ukraine, as an equal among its European neighbors.

Mr. BEREUTER. The Subcommittee stands adjourned.
[Whereupon, at 2:58 p.m., the Subcommittee meeting was ad-
journed.]
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